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COMP-I-ROLLER GENERAL OF THE UNITED STATES 

WASHINGTON 25 

Y AUG 2 9 1958 

Honorable Sam Bayburn 
Speaker of the House of Representatives 

Dear Mr, Speaker: 

Herewith 5s our report on the audit of the ac- 
tivities of the Corps of Engineers (Civil Functions), 
Department of the Army, and the Southwestern Power Ad- 
m5nfstration, Department of the Interior, in the 
Arkansas, Whfte, and Red River basins9 including the 
Whitney Project, Texas, for the fiscal year ended 
June 3Q, 19.57. 

Our prior year reports to the Congress on Federal 
water resources development programs in the Arkansas8 
White, and Red River basins contained matters for 
consideration by the Congress on allocations of @on- 
struction costs to power and other purposes and recom- 
mendations to the Secretary of the Interior and the 
Chief of Engineers on accounting and financial practices, 
During fiscal year 1958, the Department of the Interior 
and the Corps of Engineers reached agreement on Cost 
allocations for the eight multiple-purpose pro,jeCtS 
including power that are in operation 3.n the Southwest 
and for certain projects in other areas* A summation 
of the status of this and other prior year findflngs is 
included in this report. 

A copy of this report Is being sent today to the 
President of the Senate. 

Sincerely yours) 

Cofptroller General 
of the United States 
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BEPoRT ON-AUDIT 

OF 

ARKANSAS, WHITE, AND RED RIVER BASINS 

WATER RESOURCES DEVELOPMENT PROGRAM 

CORPS OF ENGINEE,RS (CIV 

DEPARTMENT OF THE ARMY 

AND 

SOUTHWESTERN POWER ADMINISTRATION 

DEPA,RTMENT OF THE INTERIOR 

FISCAL YEAR 1957 

The General Aocounting Office has made an audit of the ac- 

tivities of the CORPS OF ENGINEERS (Civil Functions), Department 

of the Army, and the SOUTHWESTERN POWER ADMINISTRATION, Department 

of the Interior, in the Arkansas, White, and Red River basins, in- 

cluding the Whitney Project, Texas, This audit was made pursuant 

to the Budget and Accounting Act, 1921 (31 U.S.C. 53)$ and the Ac- 

counting and Auditing Act of 1950 (31 U,S,C, 67)* The scope of 

the audit work performed is described on page 77 of this re- 

port * 

Federal development of the water resources In the Arkansas, 

White, and Red River basins has been undertaken prfnclpally by the 
. 

Corps of Engineers. Southwestern Power Administration markets the 

energy generated at hydroelectric power plants at these Corps proj- 

ects o In part thebhydroelectrlc plants and the transmission system 

are qperated as an integrated power system. This operating ar- 

rangement makes the financial reporting on a combined basis appro- 

priate and desirable. 



GENERAL COMMENTS 

The Arkansas9 White, and Re& River basins area constitutes 

about 282,000 square miles In the southwest portion of the United 

States, These three major rivers and their tributaries drain ap- 

proximately one eleventh of the land area of the United States, in- 

cluding al.1 of Oklahoma and parts of Colorado, New Mexico9 Kansas, 

Texas, Missouri, Arkansas, ana Louisiana. Water resources develop- 

ment has been under way in the 3 basins for about 150 years, * 

Public and private development of the water resources of the 

Arkansas, White, and Red River basins contains many features for 

flood. control, navigation, irrigation, generation of hydroeleetr%o 

power, expansion of recreational facilities, improvement of fish 

and wildlife habitat, and municipal and industrial water supply. 

Generally, water resources development by the Federal Government 

in these basins has been undertaken by the Corps of Engineers, De- 

partment of the Army. The Bureau of Reclamation, Department of 

the Interior, however, has constructed three irrigation projects 

in the Ampkansas and Red River basins, but these projects are not 

included in this report except for brief comments in the notes to 

the financial statements on pages 89 and go. 

General comprehensive plans of improvement in the Arkansas 

and White River basins and specific projects in the Red River basin 

have been authorized to be carried out by the Corps of Engineers, 

Other projects and local protection works authorized for construc- 

tion by the Corps are considered a part of the basin development 

and &ire included In this report, 
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At June 309 195To development fn the southwestern area con- 

sisted of 12 multiple-purpose projects including power in opera- 

tion 01” under construction, 21 reservoir projects In operation or 

under construction serving principally the purpose of flood con- 

trol, and various navigation and flood control protection works. 

Total cost of the Arkansas, White, and Red River basins develop- 

ment for progects completed, under construction, and authorlzsd %S 

estimated to be in excess of 2 billion dollars. 

The hydroelectric power generating facilities of the Federal 

power system bn the southwestern area are comprised of the 11 

multiple-purpose projects in operation or under construction by 

the Corps of Engineers In the Arkansas, White, and Red River ba- 

sins and one project, the Whitney, on the Brazbs River in Texas, 

Expenditures have been made by the Corps for advance planning and 

design on three additional multiple-purpose pro3ects including 

power in the Arkansas, White, and Red River basins, at June 3Q, 

1957 0 These I.5 multiple-purpose projects including power within 

the southwestern marketing area provide an ultimate installed ca- 

pacity of 1,579,000 kilowatts, of which 501,000 kilowatts had been 

fnstalled and 506,000 kilowatts were under construction at June 30, 

1957 e The power transmitting and marketing agency for this system 

is the Southwestern Power Administration (SWPA), an agency in the 

Department of the Interior under the supervision of the Assistant 

Secretary for Water and Power Development. 

Based on repayment schedules prepared by the General Account- 

ing Office from costs shown by SWPA and oosts and tentative cost 

allocatfons of the Corps, fiscal year 1957 revenues were 
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insufficient 'lay about $7,647,000 to repay the Government invest- 

ment over a 50-year peIPiod, The cumulatSLve deficiency at June 30, 

195"4, was about $26~57,000, (See pp* 15 to 22.1 

Revised rate schedules were approved by the Federal Power 

Commfssfon (FPC) in August 1959 which increased rates to preferen6e 

sustomers from 5.51. mills to 6,97 mills per kilowatt-hour at a 

50 percent load factor. Revised rates and charges for sales to, 

and exchanges of energy with, private electric utilities were sub- 

mitted by the Department to the Federal Power Commission and ap- 

proved in September and November 1957. The revised schedules re- 

suit in increased rates to the private utilities, 

Be@ause of certafn accountSng deficiencies, as summarized on 

pages 78 and 79# the financial statements on pages 81 through 1O3o 

in our opinion, do not present fairly or satisfactorily the finan- 

cial position for the power and nonpower operations of the Corps 

of Engineers (Civil Functions) and the Southwestern Power Adminis- 

tration in the Arkansas, White, and Red River basins, at June 30, 

l.957, and the results of these operations for the 'fiscal year ended 

on that date. 

The aatfvfties of the Corps of Engineers in the Arkansas9 

White, and Red River basins are carried out by district offices at 

Albuquerque, New Mexico, Tulsa, Oklahoma, and Little Rock, Arkansas9 

in the Southwestern Division, headquartered at Dallas, Texa8, and 

the d%striet offioes at Memphis, Tennessee9 Vicksburg, Mississippi, 
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and N@w Orleans9 LouiSiana, in the Lower Mississippi Valley ~ivi- 

sion headquartered at Vfcksburg. The district office at Fort 

Worth, Texas, in the Southwestern Division carries out the 
aetivitfes of the Corps at the Whitney Project. The distrlot of- 

fices of the Corps are operating offices headed by Army engineer 

officers, as district engineers, and generally carry out both 

military and civil works activities within defined areas under the 

general direction of division engineers. For civil works aetfvi- 

ties, divisions generally encompass one or more river basins or 

drainage areas, The division engineers are responsible to the 

Chief of Engineers, who, with his staff, is located at Wash- 

ington, D.C. 

Southwestern Power Administration was created by the Secre- 

tary of the Interior on September 1, 1943, to sell and dispose of 

electric energy generated at certain Federal projects in the South- 

west. Under the provisions of section 5 of the Flood Control Act 

of 1944 (16 U.S,C. 825s), the Secretary of the Interior was desig- 

nated the marketing agent for surplus energy generated at all 

reservoir projects under the control of the Corps of.Engfneers, De- 

partment of the Army. Southwestern Power Administration was in 

%Um desi@ated as the agency to market available surplus electric 

power and energy generated at the Corps projects that are in opera- 

tion in the Arkansas, White, and Red River basins and the Whitney 

Project on the Brazos River In Texas. 
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The management of the Administration is vested in an Adminls- 

trator appofnted by the Secretary of the Interior. The headquar- 

ters office is located at Tulsa, Oklahoma. 



Cantraots for the lease of electrio transmission faollltles 

adi folrp the Sal23 d exchange of electric energy with certain 

gemerat% an6 tsazu3missiom QG and T) cooperatives were reacti- 

vated in fiscaIL year 1956 and continued in fiscal year 1957+ For 

f%s&CL yeas 1957, cost of power pwchased and rental of transmlsm 

s%on fa~~l~t~~s 8%" the reaetfvated contracts exceeded the P"BvB- 

nues received from the cooperatives by about $1,745,000. In fiS- 

aal year 1956, the e.mess of the cost of power purchased anCi rental 

0% t~a~s~~~s~Q~ fac.8hftles over the revenues reeelved from them3 

coaperatlves was abcbut $l,7j8,000e The Federal Power Comrm%ss%or% 

1 affectfve August 9, 1957, approved Epate inweases of about 27 p@rw 

oent df‘rom an average of" 5*51. mi.l%s to 6,97 mills per kwh) to al%. 

prefe~~noe ~~~to~~~s (including Q and T cooperatives), The f~Zl.¶. 

affecb of these rate %mreases QM tmmsactions with the coopera- 

tives was not lcr-mm at the time of our au&it, 

%rasa~ti~~b%s associated with these agnzmnent$ ape discussed 

cm pages 51 tzlnd $2, Entegrathon of the Government elec%?ical SYS- 

tern wfW.2 that of pagivate utilities and generating and transmission 

ooopwatives is discsussed on pages 45 to 49, 



STATUS OF PRINCIPAL RECOMMENDATIONS 
.IN PRIOR REPORTS 

Our audit report to the Congress dated March 19, 1957, on As- 

kansas, White, and Red River Basinsp Water Resources Development 

Program, Corps of Engineers (Civil Functions) and Southwestern 

Power Administration for the fiscal year ended June 30, 1956, and 

other prior year reports contained comments 

cant matters on which corrective action was 

ings and recommendations, and their cuaarent 

below, 

on a number of signlfi- 

needed., These find- 

status, are summarized 

1. 

Although the multiple-purpose projects including power QP~ the 

southwestern area have been in operation for several years0 none 

of -the constructioti cost allocations were firm at June 30, %95;"J0 

At the time of our audit, the most recent tentative cost a%%oca- 

tions by the Corps,to proJect purposes for the 12 multiple-puppose 

projects including power under construction or In operation en the 

Arkansas, Whfte, and Red River basins3 including the WhftPsey Pss,J- 

ecto were as follows: 

Purw First co& 

Power 832%%%893 
Flood control 259,085,457 
Navigation 95,WWOO 
Streamflow I 

regulation %76'3,000 
Public use 1,405,974 
Other 512.169 

Total $680,610,493 

Interest 
during 

$16,843.,840 
14~544,416 

5,85LOOO 

234,400 
33,200 

q 14.15Q 

Tot 1 
m Et perc& 

$337,8059733 ;g 
WMSMv3 
101,725,000 14 

3,003,400) 
L439J74) 1 

6 s ~19) 

$'j918,129,499 ~ 100 

See appendix C, page 125, fop tentative allocations by proJect, 

a 
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Firm allocations of costs are necessary because the Federal 

investment fn Powell, whfbch is based on the aJ.locations, fs recover- 

able through sales of power, 

Sectfon 5 of the Flood Control Act of 1944 provides font deliv- 

cry to the Secretary of the Interior of the energy generated at 

reservoir projects under the control of the Department of the Army, 

not required In the operation of such projects, for disposal of 

such power under rate schedules to become effective upon conffrma- 

tion and approval by the Federal Power Commission. These rate 

schedules are to recgver the cost of producing and transmitting 

such electric energy, fnc%uding the amortization of the capital 

investment allocated to power over a reasonable period of years, 

This section does not specify the agency responsible for alPo@at- 

ing the construction and operating costs to be recovered by the 

power revenues0 In the absence of specific designation of the 

agency responsible for making cost allocations and the methods to 

be used3 a jurisdictional difference developed between the Depart- 

ment of the Interior and the Corps of Engineers as to the agency 

responsible for* making allocations of the constructioa costs of 

multiple-purpose projects that include power as a purpose, 

In recent y?ars efforts have been made by the various agen- 

ebes affected by the Federal water resources development program 

to establish uniform policies and criteria. Significant were the 

May 3.950 report of.the Subcommittee on Benefits and Costs to the 

Federal Inter-Agency River Basin Committee and Bureau of the 

Budget CirPcular No, A-47,'December 31, 1952, In March 1954 the 
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Corps of Engineers, the Federal Power Commlsslon, and the Depart- 

ment of the Iaterior came to general agreement on cost a%locatioa 

methods and the constept of field-'level cooperation, In May 1954 

the Presfdent appointed a Cabinet Committee on Water Resources Pol- 

icy to undertake a comprehensive review of Federal policies and 

programs in the field of water resourcese On December 22, 1955, 

the committee submitted a report1 to the President who in turn sub- 

mitted it to the Congress on January lTo 1956. No recommendatloti 

was made as to the agency to be responsible for cost allocations* 

I~ our PPIOP year reports on water resources developmelst fn 

the Arkamas, White, and Red River basins and in other basins* we 

commented upon the laok of agreement between the agencies on cost 

allocatfons,length of repayment period, and other matters* In 

those reports we noted that the programs are based on a large nums 

ber of laws administered by several agencies and that these laws 

did not provide uniform policies or criteria that are fundamental 

in carrying out the programs* We suggested that the Congress may 

wish to consider providing uniform policies and crfterba because 

we believed that: 

a, The water resources program could be more effectively ad- 
ministered if the Congress provided polic%es and criteria 
to be applied for allocation of costs of multiple-purpose 
projects, the results of which serve as the basis for es- 
tablishing rates for commercial power, In addition to 
establishing policies and criteria for cost allocations, 

1 .Water Resources Policy, a report by the Presidentfal Advisory 
Committee on Water Resources Policy, December 22, 1955. 



the new legislation should provide for (1) period for re- 
ent of construction costs (2) rates of interest, and 

q;rsubsidies to nonpower purboses,l 

b. Until firm allocations of the construction costs are made, 
it would not be possible to evaluate adequately the finan- 
cial administration and results from operations of multfple- 
purpose projects, Theconstruction costs allocated to 
power and the repayment requirements must be finally deter- 
mined before power rates could be properly established In 
accordance with section 5 of the Flood Control Act of 1944, 
Also, the conflicting contentions that have existed and 
the existing confusion on the responsibility for cost al- 
locations could be resolved wfth finality only through leg- 
islative action, Accordingly, we recommended that the Con- 
gress designate specifically the agency to make or to re- 
view and approve the allocation of construction costs for 
multiple-purpose projects authorized for construction by 
the Corps of Engineers under the various flood control and 
river and harbor acts, 

C* The Congress may wish to clarify the ro'le of the Federal 
Power Commission to approve allocations of construction 
costs and rate schedules for sale of power from Federal 
power installations, Rate schedules for sale of power 
from projects of the Corps of Engineers are subject to re- 
view and approval by the Commission; however, authoriza- 
tions for only a few projects spec‘%fically designate the 
Commission to make the allocations, The FPC has not been 
specifically designated as the allocating agency for any 
of the projects included in this report. 

In October 1957$ at the request of the Chief of Engineers, 'a 

work group comprised of representatfves of the Department of the 

Interior, the Corps of Engineers, the Federal Power Commission, 

and the General Accounting Office was formed for the purpose of 

reaching agreement on allocations of costs, maintenance of cost 

accounts) pay-out schedules, assignment of revenues to projects, 

1 The period for repayment of construction costs and interest rates 
are closely related to our comments on "Status of repayment of 
Government investment allocated to power6s pp* 15 to 22 of this 
report and flInterest on the Federal investment? pp. 36 to 38 of 
this report. 



depreciation accounting, and other matters on which differences 
. existed. Eighteen meetings of the gsoup‘had been held as of 

April 30, 1958, 
. 

In a letter dated December 138 1-957# to the Assistant Secre- 

tary of the Interior, tbe Chief of Engineers stated that allooa- 

tioa discussfons by the interagency work group had progressed suf- 

ficiently to indicate that it was improbable that full agreement 

on all details of the all..o@ations could be expected In the near 

future, The letter further stated that, because allocations for 

certain projects in the South-east and the Southwest were reason- 

ably firm, and because of the need for firm cost records, the 

Corps was proceeding to establish cost records for these projects 

on a ffrm basis using the latest allocations prepared by the Corps 
. 

of Engineers. Included in the list of projects furnished with 

that letter were the eight multiple-purpose projects in operation 

in the Arkansas, White, and Red River basins at June 30, 1957.l 

In a letter dated January 17p 1958, the Assistant Secretar'y 

of the Interior responded, noting that the information In the 

Chief of Enginoer*s letter was substaatlally consistent with pre- 

vious cost allocation agreements and understandingso The Asstist- 

ant Secretary also stated that, if significant changes in project 

. 

lAllocatfons of costs on four of these projects, Bull Shoals, 
Tenkiller Ferry, Blakely Mountafn, and Whitney, differ from those 
shown in this report because of revisions made by the Corps of 
Engineers subsequent to the conclusion of our audit work, The 
revisions resulted in increases in allocations of first costs to 
power of $2,785,000 at Bull Shoals 4 

$47,970 at Tenkiller Ferry, 
$37,000 at Blakely Mountain, and w308,600 at Whitney. 
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. 
purposes or methods of operation were to occurp necessary adjust- 

merits In costs could be made at that time. Interior officials In- 

. formed us in IXarch 1958 that the Department was in agreement with 

the Corps on allocations covered by the December 13, 1957, letter 

of the Chief of Engineers and that these allocations could be con- ' 

sidered as firm. 

c 

In a letter dated March 25, 1958, relating to this report, 

the Assistant Chief of Engineers for Civil Works referred to the 

Accomplishments of the Federal agencies toward resolution of the 

problems of cost allocations and agency responsfbility for these 

allocations, and he observed that, to the extent that agreement on 

basic principles and methods of allocation is achieved, the matter 

of agency responsibility for allocations becomes of less impor- 

tance. The Administrative Assistant Secretary of the Interror ex- 

pressed similar views in a letter dated February i$Jo 1958, The Ad- 

ministrative Assistant Secretary stated a belief that the March 

1954 agreement on principles minimizes the juPisdictiona1 dispute 

that existed in the past, and he noted that Bureau of the Budget 

Circular A-47 provides that the constructing agency will be respon- 

sible for preparing the allocation and other agencies having re- 

sponsibilities, such as poiFTer marketing agencies, shall be af- 

forded full, opportunity to make their views known in the determina- 

tion of the cost allocation, It is the opinion of the Department 

of the Interior that satisfactory allocations will be obtained un- 

der these principles, 



Both the Department of the Interior and the Corps of Engl- 

neers are to be commended for the progress made to date in lntsr- 

agency discuss%ons and on agreements reached on allocations on cer- 

tain projects, Because agreement has been reached on allocations 

of costs of projects in operation in the Arkansas, White, and Red 

River basins and on certain projects in other areas, the reeommen- 

dation in our prior year reports in this respect no longer applies 

to these projects. We remain of the opinion, however, that con- 

gressional action would be desirable because such action will pro- 

vide uniform polfcies and criteria for application to Federal wa- 

ter resources programs undertaken in the future by the Corps of 

Engineers and the Department of the Interior. 
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2. Status of repayment of Government investment 
allocated to Dower 

In our report to the Congress dated'March 19, 1957, pages 23 

to 25, we discussed the repayment of construction costs allocated 

to reimbursable purposeso 

Electric energy generated at reservoir projects of the Corps 

of Engineers in the Arkansas, White, and Red River basins not 

needed in the operations at the projects is transmitted and map- 

keted by the Southwestern Power Administration. Disposition Of 

the energy is-made under section 5 of the Flood Control Act of 

1944, which provides that rate schedules shall be drawn having re- 

gard to the recovery (upon the basis of the application of such 

rate schedules to the capacity of the electric facilities of the 

projects) of the cost of producing and transmitting such electric 

energy, including the amortization of the capital investment allo- 

cated to power over a reasonable period of years, A SO-year pe- 

riod has been generally adopted by the Corps of Engineers and the 

Department of the Interior for project amortization, and the in- 

terest and amortization charges used by the Corps are based On 

such a repayment period, The Corps also, in the absence of' spe- 

cific requirements of law, uses a 2.5 percent annual interest rOateQ 

At June 300 195T9 12 multiple-purpose projects iincluding 

power in the Arkansas, White, and Red River basins8 including the 

Whitney Project, were constructed or under construction, (See 

p. 42 for projects, and dates of initial operation,) The repayment 

requirements at these projects had not been established wfth SUM- 

ficient finality to permit precise comparison of the repayment 

I.5 



status with the requirements of section 5 of the Flood Control Act 

of 1944. Moreover, financial and statfstical data on reimbursable 

operations issued by the Corps of Engfneers and Southwestern Power 

Administration do not disclose clearly the actual repayment of in- 

Vestment of the United States Government from the funds derived 

from the operations in relation to the scheduled repayment, or 

theoretical return of funds-which would be sufficient to repay the 

Federal investment within an administratively determined repayment 

period, 

Based on repayment schedules prepared by the General Account- 

ing Office from costs shown by SWPA and costs and tentative cost 

allocations of the Corps, fiscal year 1957 revenues were insuffi- 

cient in the amount of $7,646,912 for repayment of the Government 

investment over a JjO-year period for projects on which power IS 

marketed by SWPA. The cumulative deficiency for these projects at 

June 30, 1957, was $269256,g018 In determining the annual amount 

requZred for amortization of the Government's investment over e 

50-year period, we used the sinking-fund method of payment with a 

2,s percent annual interest rate* 

The fiscal year 1957 and cumulative status of repayment of 

Federal investment in commercial power as computed by GAC for proj- 

ects on which power is marketed by SWPA is summarized: 
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Fiscal Cumulative 

. 

. 

Gross power revenues’ Southwestern Power 
Administration 

Less operating expenses and interest 
(excluding depreciationjr 

Southwestern Power Administration 
Corps of Engineers 

Total expenses 

Revenue deficiency, exclusive of depre- 
ciation 

Scheduled repayment of capital investment 

Deficiency in repayment of operating ex- 
penses (excluding depreciation), fnter- 
est, and capital investment 

year to June 30, 
n957 195_'21 

$ 8,7'j6,290 $42,198,052 

8,484,420 2is4;;,256 
5,.527&j&g Jj, 

14,011,730 jW68.626 

5,255,@0 15,0?‘%569 

2,391,472 11,186,332 

$ 7,646*912 $26,256,901 

Based on straight-line depreciation accounting in which the capi- 

tal cost is written off to expense over the estimated service life 

of the asset, the net loss from power operations in fiscal year 

1957 was $7,949,070. (See p* 83e) 

A detailed presentation by pro,jects of investment allocated 

to commercial power9 expenses9 and scheduled repayment Is shown'in 

appendix D, A discussion on recent increases in power rates ap- 

pears on pages 5~ to 61, The scheduled repayment shown in 

appendix D was computed by the Genera2 Accounting Qfffce and pro- 

vides, on a sinking-fund basis, for recovery of investment in each 

project, including the cost of maJor replacements, in the fjO-year 

period after operations begin, Interest on the Government's LU+ 

amortized investment in power has ,- been included as an expense of 

operation in determining the deficiency in repayment* The Corps' 



investment allocatec9 to powes being amortized totaled $146,319,733 

and was obtained from the most recent cost allocation stuaies 

available at the time of our au&it on projects in operation at 

June 3% 195% The project investments allocated to power are sub- 

ject to revision but were considered by the Corps to be reasonable 

and the best obtainable at that time, The SWPA investment of 

$24,P91,270 is represented by the total transmission facilities 

in service at the end of fiscal year 1956 plus interest during con- 

struction as shown in SWPA@s Repayment and Average Rate Determina- 

tion Study, October 1936. 

In appendix D, separate repayment schedules are shown for Nar- 

rows ana Whitney dam projects because they are physically oper-ated 

as isolated projects and the Department of the Interior considers 

them separately from the integrated system and from each other for 

rate and repayment purposes, 

Power revenues were applied first to the repayment of com- 

bined SWPA and Corps operation and maintenance and interest ex- 

penses because agreement has not been reached between the Corps of 

Engineers and the Southwestern Power Administration on the division 

of receipts from sale of power to the respective generating proj- 

ects and the marketing agent, Because power revenues have been in- 

sufficient by about $15,000,000 to cover operating expenses (exclud- 

ing deprec1etion) and interest on the unamortized power investment, 

no funds have been available for repayment of the capital invest- 

ment in power through June 30, 1957. 
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In a letter to us dated February 27, 19j8, relating to this 

report the Administrative Assistant Secxxtary of the Interior 

stated that the Department believes that the analysis prepared by 

the Generab Ao@sunting Office is not complete and does not accu- 

rately present the basis for repayment of the Federal investment 

alLocated to Powell The letter further stated that (1) a check of 

the financial operation such as this to test the adequacy of the 

over-ail.1 rate level should be carried through the complete yepay- 

ment period which is 66 years for the integrated system, (2') re- 

payment at a !jO-year rate does not necessarily imply the require- 

ment to show repayment at the end of each selected period of, say, 

a fiscal yeas, (3) consistent with accepted repayment practice for 

Federal projects, Interior9 while maintziining repayment at a SO- 

year rate, has shown operation of the system for a 66-year period 

thereby making use of power revenues from early projects to assist 

in the repayment of costs for projects that have been added to the 

system at a later date, (4) the 16-year extension fop operation of 

early projects is considered reasonable for this study, and (5) In- 

terior has based the rate schedules and special rates in the vari- 

ous contracts for sale of energy on the repayment and average rate 

analysis sent with the November 1956 request to FPC, whech 3.~ 

considered to be adequate. 

The Administrative Assistant Secretary also stated that Inte- 

-rior believes that scheduled repayment need not necessarily be on 

a straight-line basis because factors affecting sales revenues, 

such as available water and the class of energy produced, are not 
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~~@t3SSEi~ily identkcal each year. Requests for approval of rates 

have been on the basis that the srates 81% adequate to produce me- 

payment at a jO-year rate, but the Department considers it imprac- 

tiouble to estabbaish rates that necessa14l.y return all costs on a 

cxw~ent basis, 

As has been stated fn ow prior year reports, we believe that 

the Depa%-tmsnt of the Interior and the Corps,of Engineers should 

desigk sohedules that show clearly the status of repayment,+ In 

'U%z+ absence OF such schedules, the General Accounting Office schedl- 

Ule Was ppeparedl, Its purpose fs to show the current (June 30r 

1957) status of repayment based on the information available at 

the tSlme of our audit, To attempt to show the' adequacy of the 

0ver-432. rate through the oomplete repayment period, as Interior 

has stated should be done, would be outside the scope and purpose 

of this s@he&ule, axa the subject matter with which it is con- 

cerned, and would involv,q numerous estimates of future expenses 

aMi revenues md of the factors affecting these amounts. The corn- 

merits by Inte~Sor that secovery of all csosts currently is not net- 

eseaxdly requfred and that scheduled repayment need not be on a 

straight-line basis ito. not alter the desirability of deter-minflugi 

ana dfso3.ss3.n.g the current status of repayment, 

'kykae Assfstmt Chief of ~gi~ers, in a letter dated bwch 25, 

ooneuafpred f&n sur‘recommendations shown on page 22 but 

pointed out that, before the reco~~lmendations’can be effected, mat- 

&e~s n~9w under ssiisidez-ation by the interagency work group, fclrm& 

must be reso1vedl. The letter also stated that Ochts 

of receipts to 'be cre8,ited to proQeC't,f: :jhoI.l:l,cS hc 



based on agreement among the agencies, that development of' basic 

principles and accounting procedures wh%ch must precede such agreed 

ments is one of the objectives of the Interagency work group, and 

that draft pro forma pay-out schedules have been prepared by the 

Corps of Engineers and presented to the work group for considera- 

tion. 

Untfl such tfme as agreements are reached on the allocation 

of revenues to projects and the application of project revenues to 

the GovernmenCOs investment, it will not be possible to show by 

project the status of repayment of the capital investment in power 

and provide information for reviews and evaluations of rates as 

contemplated in our prior year recommendations. Our audit for fls- 

cal year 1957 disclosed that conditions relating to the a'PPocation 

of power receipts to generating projects have not been resolved;, 

accordingly, the recommendationVin our previous reports is re- 

peated, 

Our report to the Congress dated March 19, 1957 (pp, 75 and 

761, and prior reports also commented upon the desirability of 

preparing sehedules, supplemental to the financial statements, 

showing the status of repayment of capital investment. We believe 

that scheduled repayments of the investment of the United States 

Government in relation to the actual repayments from funds derived 

from operations should be disclosed to readers of the financial 

statements. We believe also that data on status of repayment of 

investment should be supplemental to financial statements which 

are based on accounting costs. Accordingly, we are repeating our 

recommendation, 



To afford the basis for showfng precfsely the status of repay- 

ment of the Government’s investment and a financial evaluation of 

operating results and to provide information for reviews and evalu- 

ations of, rates, we recommend: 

1, 

2, 

That agreements be reached and executed between the Corps 
of Engineers and Southwestern Power Administration on the 
scheduled amount of receipts from sale of power allocable 
to generating projects as a return of the reimbursable 
power costs of the projects, 

That the Corps of Engineers and the Department of the In- 
terior design schedules, that are supplemental to the fi- 
nancial statements, showing the status of repayment of the 
Qovernmentts investment, 
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3. 

Revenues are derived by the Corps of Engineers from reservoir 

projects, principally from the leasing of lands for farming and 

grazing purposes. The aggregate of these Tpevenues is shown as re- 

duction of expenses for operating and maintaining the facilities 

and as credits to construcU.on costs. 

Undelr the provisions of the Flood Control Act of 1941, as 

amended (‘33 U.S.C. 701e-3)p 75 percent of the moneys received and 

deposited into the Treasury of the United States during any fiscal 

year on account of the leasing of lands acquired for flood con- 

trol, navigation, and allied purposes Is to be paid to the.state 

in which the lands are located. The amounts 

are not entered in the accounting records at 

but are disbursed and recorded at the Office 

neers, Washington, D.C 0 

Corps records for fiscal year 1957 show 

paid to the states 

the district offices 

of the Chief of Engi- 

revenues of,$504,043 

from leasing of lands acquired for 8 multiple-purpose projects Gin- 

Lluding power, 15 flood control projects, and 2 navigation proj- 

ects in the Arkansas, White, and Red Rfvep basins, including the 

Whitney Project. Of this amount, 75 percent OP $378,032 Is pay- 

able to the states. At June 30, 1957o a total of #3,335$639 of 

such revenues had been received, of which $2,501,729 had been paid 

or is payable to the states, 

Because amounts paid to states are not recorded at the proj- 

ects, operation a&l maintenance costso as now stated in the ac- 

counting records of the respective district offices, have been im- 

properly reduced by $378,032 fos fiscal year 1957 and #2,501,725) 

to June 30, 1957. 
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In our report dated March 3.9, Ii.957 (page 27), we recommended 

that the payments to states from revenues for leasing reservoir 

lands be recorded 3-n the accounts of the projects at district of- 

fices. Our audit for fiscal year 1957 disclosed that the proce- 

dures rePating to accounting for payments to states from leasing 

revenues have not changed; accordingly, the recommendation In our 

previous report Is repeated, 

To show properly the cost of operating and maintaining 
reservoir projects, and to provide for the recovery of all 
proper costs in producing power, we recommend that the pay- 
ments made or to be made to states from revenues for leasing 
reservoir lands under the provisions of the Flood Control Act 
of 1941, as amended, be recorded in the accounts of the proj- 
ects at district offices, 

c 

Under Corps accounting procedures, costs incurred in conduct- 

ing preliminary investigations and surveys of proposed projects to 

determine the advisability of their construction are not included 

in total project costs. Also, distinction is not.made between 

projects having reimbursable purposes and those which are nonreim- 

bursable for purposes of classifying costs of preliminary investi- 

gations and surveys. En contrast with Corps procedures, project 

investigation costs and certain basin survey costs of the Bureau 

1 In a letter dated.March 25, 1958, relating to this report, the 
Assfstant Chief of Engineers for Civ.ll Works stated that the 
Chief of Engineers concurs in this recommendation and that steps 
are being taken to revise the Corps of Engineers' accounting 
procedures accordingly, 
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of Reclamation are transferred to construction work in progress 

when funds for construction of Bureau projects are appropriated, 

The investigation costs of the power marketing agencies of the De- 

partment of the Interior are treated similarly. 

At June 30, 1957, the Corps of Engineers had expended 

$14,924,141 for preliminary investigations and surveys in the 

Arkansas, White and Red River basins. None of these costs had 

been charged to projects under construction or in operation. Of 

the total, $391,487 was classified in Corps' records as prelimi- 

nary investigations and surveys; the remaining $14,532,654 had 

been transferred to nonreimbursable costs. 

Costs incurred for investigations and surveys are as essen- 

tial to the construction of a project as are costs incurred for ma- 

terials and labor. Accordingly, all costs incurred in investigat- 

ing and surveying approved projects, and an appropriate share of 

the costs of basin investigations and surveys, should be trans- 

ferred to project costs upon authorization for construction of a 

unit in the comprehensive plan of development, The costs so 

classified, however, should not exceed the amount that may be 

reasonably determined to contribute directly and without duplica- 

tion to the construction of the project. 

In our audit report dated March 19, 1957, pages 65 to 66, we 

discussed this matter and made certain recommendations to the 

Chief of Engineers. The recommendations were made because, to the 

extent that costs incurred for preliminary surveys and investiga- 

tions which contribute directly and without duplication to the Con- 

struction of the project are excluded from total project costs, the 
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Federal investment for projects in operation and untier construction 

is understated. Also, the adoption of the recommendations would 

bring about comparable policies and procedures between the several 

water rescurces development agencies,, In a letter dated July 39 

1956, the Assistant Chief of Engineers for Civil Vorks stated 

that the importance of this matter was recognized and efforts 

would be continued to resolve it as soon as practicable, 

The House Committee on Appropriations stated in its report 

on the Public Works Appropriation Bill for the fiscal year 1958 

(Report MO. 352 on H.R, 8090, subsequently enacted as Public Law 

85-167, 71 Stat, 416) that total cost figures for projects should 

fnclude general investigation costs as well as those for advance 

engineering and design and for actual construction and directed 

that budget tables and justifications for project costs were to 

reflect these additional costs thereafter. In this connection, 

the Senate Committee on Appropriations in its report on House 

bill 8090 (Report No. 609, p. 19) stated that "The Committee ,is, 

wholeheartedly in agreement with the principle set forth in the 

House report. However, *+C* EhsT committee does not see any ad- 

vantage in including such costs in project estimates submittea for 

budgetary consfderatfons of the Congress since they have a negli- 

gible effect upon project economics." 

Qur audit for fiscal year 1957 disclosed that the procedures 

which prompted the recommendations made in our audit reiort dated 

March 19, 1957, have not changed. Accordingly, the recommenda- 

tions in our prior report are repeated. 
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To provide for adequate disclosure of total project 
costs and consideration of all proper costs for allocations 
of total construction costs to purposes, we recommend that 
the Corps of Engineers: 

1. Allocate an appropriate share of the costs of basin 
investigations to projects or units authorized for 
construction, 

2, Classify the costs of surveys and investigations of 
authorized projects as construction costs at the 
time the projects are programed for construction, 
limited to the amounts that may be reasonably deter- 
mined to contribute directly and without duplica- 
tion to the constuction of the project. 

1 In letter dated March 25, 1958, relating to this report, the As- 
sistant Chief of Engineers for Civil Works expressed general con- 
currence with our recommendation and stated that steps are cur- 
rently bein, C- taken to revise the Corps of Engineers accounting 
procedures accordingly. 

L 
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5. 

Costs and expenses of operating and maintaining multiple- 

purpose projects consist of amounts that can be identified directly 

to a specific purpose and amounts that are common to all purposes 

sewed by the project, The operating and maintenance expenses 

that can be identified to specific purposes are charged d9rectly 

to those purposes, and the expenses common to all purposes Tequirpe 

allocation, Costs and expenses common to purposes served by a 

multiple-purpose project requiring allocation are: 

P, Depreciatkm and interest on investment in plant, property, 
and equipment jointly useful to the several purposes, 

2, Operation and maintenance expenses common to all purposes9 
such as supervision and administration, camp expenses, 
reservoir operations, and similar activities, 

In our prior year reports, we noted that the Corps of Engi- 

neers and the Department of the Interior had not established com- 

parable policies and practices for allocating to purposes the 

joint costs and expenses of operation and maintenance. In these 

reports we recommended to the Secretary of the Interior and the 

Chief of Engineers that a sound and consistent policy be adopted 

which will provide for (1) t,he allocation of depreciation of joint 

facilities on the basis of capital cost allocations, (2) computing 

and recording interest on the investment in commercial power and 

municipal water supply and charging the interest as a cost of 

operatS.ons based on the capital cost allocations to these two pur- 

poses9 and (3) the allocation of current operation and maintenance 

expenses on the basis of the current use of the facilities, . 
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This recommendation has been adopted in part by the Corps of 

Engineers, but decisions thereon by the Department of the Interior 

have not been made. The Corps Programming and&counting Manual 

provides that actual operation and ordinary maintenance expenses 

wilP be allocated to functions served In a manner consistent with 

the basic allocation. This manual provision refers to letters of 

lnstructlon which provide the basis and guides for dlstrlct offices 

ln making allocations of an applfcable share of the operation and 

maintenance costs that are common to all functions tc power and 

nonpower purposes0 Accounting instructions do not provide a basis 

for the allocation of depreciation and interest expense that are 

common to all1 the purposes of the project. 

In fiscal year l.957, Corps of Engineers allocations of jolnt 

costs and expenses for the eight multiple-purpose projects IncIud- 

lng power In operation at June 30, 1957, in the southwestern area 

were generally related tq capital cost allocation studies, for 

these projects. The allocations were not always consistent be-, 

tween projects because varying sources of information in the proj- 

ect studies were used in arriving at allocation percentages. 

In a letter dated &arch 25, 1958, relating to this report, 

the Astilstant Chief of Engineers for Civil Norks stated that each 

of the parts of the recommendation made in our prior year reports 

is affected by the development of interagency understandings and 

that Corps practices are considered tentative untll such time as 

the broader problems are resolved. 

Since the Corps of Engineers is now allocating joint costs 

and expenses in the southwestern area projects generally on a 



sound basis, we are not repeating our prior recommendation in thirg 

reporL However, because the fairness of the amounts determined s 

for results from operations Is dependent upon the reasonableness 
I of the allocation to purposes of costs and expenses, agreement on 

this matter by the Corps of Engineers and the Department of the 

Interior, as a.matter of joint policy, needs to be reached, 



6. 

* Pursuant to the powers conferred by the Federal Power Act, 

4 
the Federal Power Commission adopted a system of accounts entitled 

YJniform System of Accounts Prescribed for Public UtSlities and Li- 

oensees Subject to the Provisions of the Federal Power Aotosg One 

of the more important rules and regulations contained therein x-e- 

fers to depreciation and provides that "each utility sha%% record 

as at the end of each month the estimated amount of deprec%atfon 

aecruecf cPuring that month on depreciable electric p9ant,s' 

By specbfic provision of Congress, the agencies of the Un.Btede' 

States engaged in the generation and sale of electric energy are 

. subject to the uniform system of accounts and the rules and regula- 

tions contained therein, insofar as power distributed to the pub3.P~~ 

is concermed. The language of the applicable legislation stateso 

"All. agencies of the United States engaged in the genera- 
tion and sale of electric energy for ultimate distri- 
bution to the public shall be subject, as to all facil.i- 
ties used for such generation and sale, and as to the 
electric energy sold by such agency, to the provisions 
of sectfons 825 and 825a of this title, so far as may be 
practicable, and shall comply with the provisions of 
such sections and with the rules and regulations of the 
Comrnfssion thereunder to the same extent as may be re- 
quired in the case of a public utility." (16 uSDl5.c. 
825W 

As state& in Accounting Principles Memorandum No. 1 (sec- 

tion VIII on Property Accounting) issued by the Comptroller Gen- 

eral on November 26, 1952 (now the General Accounting Office 

Policy and Procedures Manual, 2 GAO 1270,60), agencies which carry 

on public utility activities should control all fixed assets 

through their accounts with appropriate provisfons for deprecia- 

tion, Depreciation should be rPec,orded as a part of the process of 



determining the cost of carrying out the varfous functions or pur- 

poses, regardless of the method employed in financing the actlvlty. 

Accounting Principles Memorandum No. j. issued by the Comptroller 

General October 18, 1957 (now 2 GAO 1282.60b), states that: 

"Deprecfation of fixed assets should be recorded 
when a regular determination of the cost of all re- 
sources consumed in performing work or carrying out an 
activity is needed. 

*'The more complete cost data produced by accounting 
for depreciation will be especially useful In agencies 
and activities where fixed assets constitute a substan- 
tial portion of the resources used for program purposes, 
such as *** construction, public utilities, *** and sim- 
ilar activities.fi 

,-. 
Certain assets, such as land and land rights, exclusive of fee ac- 

/ quisition, excavation and grading of roads, relocation of existing 
1 facilities, and Intangibles, are not depreciable in the normal 

sense b Their usefulness,'however, is contingent on the life of 
\ 

the projects, and for this reason some form of amortization should 

be recognized In the accounts. 

In our prior year reports on water resources development in 

the Arkansas9 White, and Red River basins and in other basins, we 

recommended to the Chief of Engineers and the Secretary of the In- 

terior that, in order to obtain comparable financial data on water 

resource programs, they establish jointly, and apply consistently, 

a policy on depreciation that will provide for recording in the 

books of account (1) a cost of producing services and (2) the 

amounts attributable to reductions in the service life of COmpO- 

nents of plant. 
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Accounting procedures of the Corps of Engineers now provide 

for depreciation of multiple-purpose projects including power at 

rates based on the estimated service lives of the depreciable as- 

sets included in the plant-in-service account. The straight-line 

method of depreciation is prescribed for use, and rates are ap- 

plied to the cost of the multiple-purpose plant in service* The 

Corps accounting procedures do not prescribe depreciation on the 

flood control and navigation projects which do not include power 

as a purpose. 

Corps instructions state that transfers to plant in service 

.are to be made for specific features, subfeatures, or units serv- 

ing a project purpose, plus the related portion of joint facili- 

ties, including interest during construction, on the basis of com- 

pletion to the point of actual availability to serve the project 

purpose. In the case of power development at multiple-purpose 

projects, transfers to plant in service are to be made onathe ba- 

sis of each generating unit scheduled initially as part of a con- 

tinuing construction schedule. The in-service date for plant in 

service is considered as the first of the month following the 

availability to serve the pro,ject purposes. 

The instructions in the Programming and Accounting Kanual of 

the Corps provide that retroactive adjustments for depreciation 

wSEB not be made where completed construction has been trans- 

ferred to plant in service and depreciation computations have been 

entered in the accounts in accordanoe with prior instructions, 

In the Arkansas, White, and Red Rl.ver basins, depreciation of' 

the multipEe-puTpose projects in operation has been computed by 

33 



the Corps of Engineers on the straight-line method, with service 

lives based on engineering studies, except that no item of prop- 

erty has been assigned a service life in excess of 100 years. 

Costs of land, land rights, relocations, and clearing were not in- 

cluded in the base for computing depreciation. Prior to fiscal 

year 1957, an estimated salvage value of 10 percent of cost had 

been deducted in determining the base for depreciation on the Bull 

Shoals and Norfork Projects,, Although this procedure was changed, 

no adjustment was recorded for salvage value considered in prior 

years in computing depreciation. The initial date for deprecia- 

tion of facilities has not been on the same basis in all in- 

stances, At some projects, depreciation commenced on the date the 

final generator came into service. At other projects, depreciation 

commenced at a date between the placing in service of the first 

and last generators representing about the average In-service date 

for the individual project. 

Most of the principles relating to depreciation that were I 

recommended %n our prior year reports have been adopted for 

multiple-purpose projects including power by the Corps of Engi- 

neers. We were informed in &arch 1958 that instructions concern- 

ing depreciation or amortization of land and land rights, reloca- 

tions, and clearing costs will be Issued shortly and that certain 

of the other principles are still under consideration. Accord- 

ingly, we are not repeating our recommendation to the Chief of 

Engineers in these respects. We believe, however, that prescribed 

procedures should require retroactive adjustments for deficient 

and unrecorded depreciation wherever the amounts are material and 
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would have a significant effect on the results of operating and 

maintaining the facilities. 

The Southwestern Power Administration charges operations for 

depreciation and amortization of transmission plant and general 

plant. The Administration has made no provision for depreciation 

or amortization on land and land rights, clearing land and rights- 

of-way, and roads and trails. 

Decision by the Department of the Interior on depreciation. 

as a matter of policy h,as not been reached, and depreciation Is 

not generally recorded on water resources projects constructed by 

the Department. To obtaln comparable financial data on Federal 

water resources programs,our prior recommendation continues to be 

applicable, namely, that the Secretary of the Interior establish, 

and apply consistently, a policy on depreciation which will pro- 

vide for recording in the books of account (1) the cost of produc- 

ing services and (2) the amounts attributable to reductions in the 

service life of components of plant. One of the matters being 

considered by the interagency work group formed In October 1957 is 

the application of consistent policies on depreciation to water 

resources projects. 
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7. Interest on the Federal investment 

In our prfok year reports to the Congress on water Ypesouroes 

development in the Arkansas~ White, and Red. B%vela basins an& in 

other r%vek basbns, we stated that interest on the Federal invest- 

ment was not ~~128formly provided on water resources ppoJeot8 con- 

structed by the Ck~ps of Engineers and by agencies within the De- 

partment of the InteP”iopB Because the assumptions on which inter- 

est was oomputed and applied differed between ania wfthfn agencies, 

we recommended to the Chief of Engineers and the Secretary of the 

Interior that a pol%cy forp recording interest on the Federal in- 

* 

r  

vestment be adopted based on the following prfncfples: 

b, 

cgi 

The interest cost for each year should'be dete;9pm%ned 
on the net Federal investment in the proSect applf- 
cable to power or munic%pal watelk supply pwposes at 
the beginning of the year and on the ascrued Federal 
expenditures B plus transfers of p%Poperty from other 
Federal agencies, less any funBs retuned to the 
United States Treasury, fona the fiscal yearn Computa- 
tions of interest should be based on the average 
monthly expenditures plus proper&y transfers for .the 
month, less any funds returned to the Treasury. Dur- 
ing the construction per%od, interest should not be 
computed on a compound basis, 

The rate of interest should be based on ttie long-term 
borrowing pate for several years and determined In 
consultation with the Secretary of the Treasury9 WI- 
less otherwise pn?ovided by law, 

Interest applicable to the investment in faeilflties 
to the '*in serv%ceua dates should be charged to con- 
struction costs as interest &zing construction; and 
interest cost thereafter should be classified as an 
operating expense. 

The accounting procedures Issued by the Corps of Engineers in 

fiscal year 1957 provide for recording interest at the rate of 

2.5 percent a year on the net unrecovered Federal investment in 

multiple-purpose projects, The rate of 2,5 percent a year was 
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supplied by the Bureau of the Budget in implementation of section 

lj of Bureau of the Budget Circular A-47, This section provides 

for Interest rates based on the average rate of interest payable 

by the Treasury on long-term borrowings, Corps procedures provide 

that interest on the Federal investment is to be computed during 

the construction period on all accumulated costs, excluding previ- 

ous interest costs8 and recorded as a part of the construction 

costs. During the operatlon of the project, the basis for computa- 

tion of interest will be the unrecovered investment in the project, 
. 

and the Interest will be charged as an expense of operations, In- 

terest during construction ceases and interest during operations 

commences at the first of the month following the availability of 

the facilfties to serve the project purpose. 

Instructions issued July 1, 1956, by the Corps provide that 

retroactive adjustments will not be made where completed construc- 

tion has been transferred to plant in service and Interest oomputa- 

tions have been entered in the accounts In accordance with prior 

instructions. These prior instructions provided for compounding 

annually interest during construction and for considering the 

power facSlbties, including appllloable joint facilities, In serv- 

ice at the tfme the first generator is placed in commercial opera- 

tion. The Corps does not compute and record interest on the Fed- 

eral Investment in single-purpose projects or for multiple-purpose 

projects that do not have reimbursable purposes. 

Although computations by the Corps for interest on multiple- 

purpose projects, inc3.uding power in the southwestern area, have 

not been made in all cases under the revised criteria or on a 

37 



basis consistent betweea the several projects (see note 10S pp. 

98 and 991, the present accomt;ing p%Pocedwes of the Corps of 

Engineers do include substantially all of the prInclples recited. 

For this reason, we are not repeating our prior year recommenda- 

tion to the Chief of Engineers in this respeot, However9 we be- 

lieve that Corps procedures should require that adjustments be 

made in the books of aooount for prior interest computations that 

are deficient under present crfteria, wherever such adjustments 

would be material in amount. Until such time as agreements are 

reached between the Corps and the Department of the Interior on 

the allocation of revenues to projects and the application of proj- 

cot revenues to the Government9s investment, however, it will not 

be possible to revise the interest charges with any degree of ac- 

curacy . 

The accounting procedures of Southwestern Power Admlnistra- 

tion provide for recording interest at an administratively deter- 

mined rate on total expenditures at the end of each year as shop 

in the plant-in-service and construction-work-In-progress accounts, 

A rate of 2.5 percent a year has been used by the Administration. 

Recognition is not given by the Administration to repayment of the 

Federal investment; neither has any portion of the interest com- 

puted been capitalized as interest during construction, 

For the purpose of obtaining consistency and comparability of 

financial data on commercial. power and municipal water supply op- 

erations of the Department of the Interior and the Corps of Engi- 

neers, a common poJlkcy for recording interest on the Federal in- 

vestment should be adopted by both agencies@ This matter is also 

under consideration by the interagency work group formed in 
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SOURCE AND APPLICATIOK OF FUNDS AND RESOURCES 

Appropriations by the Congress for construction in the Arkan- 
sas, White and Red River basins, fnclud%ng the Whitney Project, to- 
taled $42,385,150 for the fiscal year ended June 30 1957. Funds 
provided for operation an8 maintenance amounted to &,218,051 for 
the same period, The foElowing schedule summarizes the source and 
application of funds and resources for the fiscal year ended 
Jme 3% 1957. 

Southwestern 
corps of Power Admln- 

Combined Engineers lstration 

Source of funds: 
Appropriations by the Congress 

(notes a and b)r 
Construction 
Operation and maintenance 
Preliminary surveys 
General expense 

Transfers of cost and property 
Revenues from: 

Power customers 
Lease of lands and other 

Contributed funds 

tb42,385,150 
5,gs;g 

#42,385,150 

90,150 

“s~~~,;g 

L479,919 
9:150 

1,300,595 

755,332 
8#75;,;;;" 

11660 

Total funds received ,58,773,400 48,86g,766 

Application of funds: 
Additions to plant, property, 

and equipment, net 
Advance planning and design 
Preliminary surveys 
Operation and maintenance: 

Power 
Other 

Funds returned to U-S;. Treasurya 
Power 
Other 

Funds returned to contributors 

r-12,400,588 
812,564 

41p845,399 

135,408 
812,564 
135,408 

ww,g63 
2,975,856 

19152,827 
2,975,W 

14,988 
702,039 

28& 

Total funds applied $6,073,669 

Increase in net working assets 
(note b) $ 2,6gg,731 $ 1,217,410 --- -I 

8 
g&,042 

G9,324 

555s 189 

7,85l,136" 

14,988 

8,421,313' 

$1,482,321 -II_- 

a0f the revenues from power oustomers, $6,400,000 was appropriated by the 
Congress fol: use by SWPA for the purchase of power and rental of transmis- 
slon facilitfes, Fiscal year 1957 expenditures for these purposes totaled 
W,%Wv~ The application of the power revenues for power purchases and 

,rental of transmission facilities is included %n Operation and mainte- 
nance--Power, SWPA, 

bunexpended balances of prior year appropriations have been considered in 
arriving at the net change in working assets. 
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The above schedule excludes costs of preliminary surveys and 
investigatfon incuwed Bn pH.or years but witten off in 1957, in- 
terest, and provisions for- depreciation from the expenditures for 
construction an8 operation and maintenance. Included In the , 
amount shown as "Transfers of cost and propestyO' is $1,406,241 rep- 
resent%ng contractcrvs easnangs on the Table Rock ProJect in excess 
of the amount availabhe for expenditure at June 300 1957* The con- 
tractor was paid. for this work after June 30g I.957s from funds ap- 
propriated under the Public Works Appropriation Act, 1958 (71 Stat. 
416, 4171. 

Comments on the construction ande operation of electM.c, navi- 
gation, and flood control. plant are included in the succeeding 
sections of this report, 
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ELECTRIC PLANT CONSTRUCTION AND OPERATION 

Project authorizations to the Corps of Engineers have pro- 
vided for construction of hydroelectric power plants for genera- 
tion of electric energy as a feature at many reservoir projects. 
Although by law it 1s generally subordinate to other purposes of 
multiple-purpose projects, the power program has developed fnto a 
major activity in many instances from a construction and operating 
point of view, and it is the only major revenue-producing program, 

The authorized Federal hydroelectric power plant construction 
program in the southwestern area at June 30, 1957b Is summarized, 
as follows: 

Number Number Installed 

pro(;efcts 
of capacity 

units (kilowatts) 

Arkansas River basin 19 
White River basin 2 21 ;%?I: 
Red River basin 4 12 307:500 
Projects in other basins 

in SWPA service area 2 .- 2. 75,000 

Total 56 - 
Additional power features not included in the present plan of 

development have been authorized for 3 projects in the Arkansas 
River basin,, These additional features would provide 9 generating 
units at a total capacity of 101,000 kilowatts. However, the 
power features on 2 of these projects, Oolagah and Keystone, hav- 
ing a total installed capacity of 84,000 kilowatts have been deter- 
mined by the Corps to be not feasible at the present time. 

GENERATING PLANTS IN OPERATION 

At June 30, 1957, 8 power plants with 20 generating units hav- 
ilng an installed capacity of,501,000 kilowatts were in operation, 
These projects and the estimated construction costs, including ln- 
terest during construction, allocated to power at June 30, 1957s 
aret 
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Project 

operaslon 
Of 

first unit 

Initial . ,uls LLlJ.CB a.,"‘,U "1 U""Ilv. "I. 
geneEtln@; capacity 

units (kIlowatts) _ Total 

Number .s.-_L_.3_3 ,-e^..~+rr.nC,nm -933 including fnterest 
'linnocar;ed to Power 

Amount Percent 

Bull Shoals 
Denison 
Fort Gibson 
Narfark _.__-__ - 
Tenkiller Ferry 
Blakely Mountain 

September 1952 4 160,000 $ 79,040,OOO z 45,WhOOO 58.0 
March 1945 
@rohm:?j3 

: 70,000 
45,000 

62,12?,550 43,926,524 19,873,250 16,959,191 32.0 
June1944 % 70,000 30,039,OOO 13,910,OOO 2 2; 

11,731,692 
-2 23&OL;;o5 33,135, 24,766,000 November 1953 

September 1955 

. 

c 

Total, lntercon- 
nectea system 

Narrow8 May 1950 
Whitney June 1953 

16 454,000 271,669,599 177.098.1~ 49.0 

-.z -Jo,000 17,000 43,865,900 13,104,000 5,W,ooO 7,725,600 41.9 17.6 

Total, separate 
projects 

Total 

2 47,000 56,g69,gOO 13,221,600 23.2 

g ~01,000 $p3,639,499. jbl46.?19,7jJ 44.5 

The ultimate planned development for the above projects provides 
for an additional 12 generating units with installed capacity of 
366,000 kilowatts for a total of 32 generating units having in- 
stalled capacity of $67tooo kilowatts, 

Under construction at June 30, 1957, were 4 prodects with 14 
generating units having an installed capacity of 506,000 kilowatts. 
These plants and the estimated construction cost allocable to 
power, including interest during construction, at June 30, 1957, 
are summarized as follows: 

Estimated 
initial 

operation of 
Project first unit 

Table Rock December 1958 
Daraanelle January 1964 
Eufaula March 1964 
Greers Ferry April 1963 

Total 

Installed 
Number capacity 

of under 
gener- present 
atlng development 
units (kllowatts) 

44 
200,000 
120,000 

g 506,000 $389.490.000 #191,486,000 49.2 

Construction costs including interest 
Allocated to power 

Total t AClOLUl PercenC 

?I 731477,000 
100,513,000 
161,121,000 

54,379,OOO 

96 57,624,OOO 
53,688,OOO 
"#y; 

, 0 

When the present construct%on on these proJects is completed, 
the Corps w.I.11 have an estimated power investment in the Arkansas, 
White, and Bed River basins, incZtlding the Whitney Project, of 
about !,$338,000,000 and an installed capacity of 1,007,OOO kilo- 
watts* Ultimate installed capaci%y will be 1,373,OOO kilowatts. 
At June 30, 19s7p 1 other project (McGee Bend) with 2 units having 
an installed capackty of 45,000 kilowatts was under construction 
In the marketing service area of Southwestern Power Administration. 
This pro,ject is located on the Angelina River, Texas, and has not 
been included in the accompanying financial statements. 

42 



On May 28, 1956, the Grand River Dam Authority, an Oklahoma 
State Conservation and Reclamation District, filed a petition in 
the United States Court of Claims for alleged damages resulting 
from the construction of the Fort Gibson Project on the Grand 
River, Oklahoma, by the United States, 

The project was authorized by the Flood Control Act of 19161 
(jj Stat, 638) which modified the comprehensive plan for flood con- 
trol and hydroelectric power development in the Arkansas River 
basin, Construction started in May 1946 and was completed Septem- 
ber I.953 at an estimated cost of $44,117,000 (May 1956). 

. 

The Authority bases its claim upon the 5th and 10th amend-, 
ments to the Constitution of the United States and asserts that It, 
by virtue of the act creating the Grand River Dam Authority, be- 
came vested with exclusive franchise, right, and privilege to the 
waters of the Grand River within the State of Oklahoma. The Au- 
thority alleges also that the United States, acting through the 
Secretary of the Army, constructed Fort Gibson Dam and Reservoir 
and by such act deprived the Authority of the right to use waters 
of the Grand River and that the United States has from March I.953 
produced electric power and energy without the consent and ap- 
proval of the Authority, al% to the detriment of the Authority, 

The Authority claims damages in the amount of ~lO,OOOpOOO 
plus 6 percent Interest from March 30, 1953* Hearings were held 
in the Court of Claims, Tulsa, Qkbahcma, In January 1958, to de- 
termline whether the Government is liable to the Authority, The 
Court has not yet ruled on the matter. 

TRANSMISSION NETWORK QF 
m ISTRATIQN 

The Southwestern Power Administration, as marketing agent, 
constructs, operates9 and mafntalns transmission lines and substa- 
tions for transmitting the energy from the projects to load cen- 
ters, AXI projects in operation at June 30, 1957, with the excep- 
tion of the Narrows and Whitney Projects were interconnected by 
the transmission network of Southwestern Power Administrationb 
Energy generated at the Narrows Project is delivered directly to a 
private utility company at the project sfte and to other customers 
through delivery over facilities of the company, Energy generated 
at the Whitney Project is sold to the Brazes Electric Power Coop- 
erative, IncIB at the dam site, 

The electrical faciliti.es at Blakely Mountain are not dl- 
rectly connected to the integrated system, The Administration con- 
siders the project as part of the interconnected system because 
the output of the project is delivered into the system of the 
Arkansas Power and Light Company and related quantities of elec- 
tric power and energy are delivered by that company to the 
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Interconnected system of the Administration font disposal to Its 
customers* 

At June 30, 19!jTo the Admfnistratio9a' was operating 1,004 cir- 
cult miles of electric transmission 1Pnes and 18 substations and 
switching stations, represent%ng no change from the prior year. 
The investment by the AdministmsDation at June 3Q9 1957o In electrio 

P 
Lant, prfnoipa%$y transmissfon kbnes and substations, was 
249016,980, compared with $2395899~21 at June 30, 1956. 

44 



INTEGRATION WITH PRIVATE UTILITIES AND 
GENERATING AND TRANSKISSION COOPRRATIVES 

The Administration has integrated its electric system with 
certain private utility systems in the area to obtain better utfli- 
zation of the Government@s hydroelectric capacity for the produc- 
tion of peaking capacity1 and to secure the maximum benefits from 
this capacity, To accomplish this purpose, the Administration has 
entered into agreements with the companies for the purchase, sale, 
and delivery of electric power. Under the terms of the contracts, 
the companies deliver to the Administration the service necessary 
to supply designated preferred customers (cooperatives, municipali- 
ties, and Government agencies). Sales by the Administration to 
electric utilities for the fiscal year 1957 accounted'for about 
23 percent of the revenues and 31 percent of the energy delivered, 
compared with about 27 percent of the revenues and of the energy 
delivered for the fiscal year 1956, Purchases from private utili- 
ties and cooperatives totaled $3$665$819 in fiscal year 1957, com- 
pared with $je461,272 for fiscal year 1956, represented bz 
627,881,496 and 630~905,265 kilowatt-hours, respectively. 

In 1949 and 19509 the Southwestern Power Administration en- 
tered into lease option contracts with several generation and 
transmission cooperatives, These contracts provided for the sale 
and exchange of energy and the lease and operation of the cooper- 
atives' transmission system by the Administration for a'period of 
40 years with an option to purchase by the Administration. The 
provisions of these contracts relating to the lease and operation 
of the transmission facilities became inoperative as of July 1, 
1953, because funds for this purpose had not been provided in the 
Interior Department Appropriation Act, 1954. 

Under title II of the Public Works Appropriation Act, 1956e 
(69 Stat, 3561, expenditures of $~,OOO,OOO from the continuing 
fund were authorized for the purchase of power and rental of trans** 
mission facilities, As a result, the agreements with the gener- 
ating and transmission cooperatives were reactivated. 

In conformity with instructions of the Appropriation Com- 
mittees,3 the Department of the Interior initiated negotiations 
for revision of the basic contracts to include: 

1 Generating capacity made available to assist a customer in meet- 
ing that portion of peak load which is above base load. 

2 The kilowatt-hour purchases represent amounts show on the fi- 
nancial records and differ from those shown on page 53 because 
of year end adjustments, 

3 H, Repts, 747 and 1085 and S, Rept, 700, 84th Gong. 
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1. Deletion of the provisions giving the Southwestern Power 
Administration an option to purchase the transmission 
facilities of the G and T cooperatives. 

2. Permission for the G and T cooperatives to operate and 
maintain their own transmission lines under lease to SWPA. 

3e Provision for settlements between the Administration and 
the cooperatives on a net balance basis. 

4. Provision for delivery of power and energy to the load 
centers of all G and T contracting systems, if practical# 
at the basic SWPA rate. 

Amendatory contracts have been executed with the cooperatives on 
the above basis as follows: 

1, KAMO Electric Cooperative, Inch, executed September 4, 
1956, effective July 15, 1955. 

2. Central Electric Power Cooperative, executed October 22, 
1956, effectfLve July 15, 1955. 

3. N.W. Electric Power Cooperative, Inc., executed Octo- 
ber 23, 1956, effective July 15$ lgf;5* 

4. Western Farmers Electric Cooperative, executed Novem- 
ber 20, 1956, effective July 15, 1955. 

The amended contracts provide for (1) lease by the Government 
of the capacity of the cooperativesv transmission facilities for 
a period of 40 years, until July 1, 1995, without option to pur- 
chase by the Government, (2) reimbursement by the Government for 
the cooperatives* expenditures for operation and maintenance of 
transmission facilities, and that portion of the cooperatives8 
reasonable administrative and overhead expenses appropriately as- 
signable to such facilities, (3) settlement of accounts between 
the Administration and the cooperatives on a net balance basis in- 
cluding payments by the Government to the cooperatives as compen- 
sation for the lease of transmission facilities (the payments fn- 
elude such amounts as are necessary to amortize during the period 
of the cooperatives V BEA loans the actual cost of the transmission 
lines including interest which the cooperatives are required to 
pay to the Rural Electrification Administration on account of 
funds advanced by REA for the construction of the present facili- 
ties and actually applied to that purpose), and (4) delivery of 
power and energy to the load centers sf the G and T contracting 
system at the Administrationss basic rate, 

Simultaneously with amendatory contracts for lease of trans- 
mission facilities, and with coinciding effective dates and terms, 
the Administration also entered into amendatory contracts 
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involving output from steam generating plants of the Central Elsc- 
tric Power Cooperative, N.W, Electric Power Cooperative, Inc., and 
Western Farmers Electric Cooperative. I 

The contract with Central provides that the Government shall 
pay to the cooperative each month, as compensation for the right 
to receive the electric output of the generating plant, an amount 
equal to the sum of (1) the amount necessary to amortize during 
the period of the cooperatives w REA loans the actual cost Of the 
generating plant to the cooperative, including the interest on 
the REA loans, and (2) all direct operation and maintenance ex- 
pense, including replacements, and that portion of administrative 
and overhead expenses assignable to the generating plant, 

The contract with the N,W. Electric Power Cooperative, Inc., 
provides that (1) the Government shall not schedule less than 
lE,750,000 kilowatt-hours during any monthly billing period, 
(2) payment to the cooperatives shall be computed in accordance 
with a prescribed formula which provides for a base of $150,000 
a month, and (3) beginning July 1960, and at the end of each sub- 
sequent 5-year period, the parties shall review and redetermine 
actual generation cost, other than fuel and payments in connec- 
tion with the amort%zation of the actual cost of the generating 
plant, of generating energy sold to the Government during the pre- 
oeding 12-month period, and after each such review and redeter- 
mination the said sum of $150,000 for each month of the succeeding 
5 years shall be increased or decreased to reflect the percentage 
increase or decrease between such redetermined actual cost per 
month and the actual average cost per month of such operatfon dur- 
ing the year 1955, The contract further provides that on and 
after the date of repayment of the REA loan, granted to finance 
the construction of the generating plant, the said sum of $150,000 
shall be reduced by an amount equal to the payments to REA in 
connection with such loan. 

The contract with Western Farmers Electric Cooperative pro- 
vides (1) that the monthly rate shall be Lb,2 mills per kllowatt- 
hour for energy sold to the Government (2) a minimum annual charge 
of $945,000 based on production of 225,000,OOO kilowatt-hours, 
and (3) that upon written request b;y the cooperative, but not of- 
tener than once in every 5 years8 the rate for energy sold to the 
Government may be reviewed and redetermined. The basis for the 
new rate will be the average actual generation cost per kilowatt- 
hour dur?Zng the preceding calendar year of energy sold and de- 
livered to the Government by the cooperative during such pear, 
computed on the basis of an 85 percent annual load factor and 
a fuel cost of $0.125 per million B,T,U. plus $0.00075, The 

. 

. 'The ratio of the average load over a designated period to the 
peak load occurring in -that period, 



new rate shall not become effective unless and until it is ap- 
proved by the Secretary of the Interior and the Administrator, 
Rural Electrification Administration, 

Under loan agreements with several federated rural electric 
cooperatives, the Rural Electrification Administration financed 
the construction of steam and diesel generating plants and related 
transmission systems in the Southwest. These cooperatives in turn 
entered into agreements with Southwestern Power Administration 
which provided for the sale and exchange of energy and the lease 
and operation of the cooperatives * transmission system for a pe- 
riod of 40 years with an option to purchase by the Administration. 
At July 1, l953p the Administration was operating 572 miles of 
transmission lines and 21 substations under these agreements, but 
Upon enactment of the Interior Department Appropriation Act, 1954 
(67 Stat, 2621, approved July 31, 1953$ the Administration with- 
drew from these operations and negotiated Interim contracts with 
the cooperatives, 

Litigation was initiated by the Central Electric Power Co- 
operative against the Secretary of the Interior and the Adminis- 
trator, Southwestern Power Administration, to obtain a summary 
judgment to direct that the defendants not refuse or fail to carry 
out the terms of the contracts with the cooperative for the reason 
that Congress had failed to or refused to appropriate funds for 
the fiscal year 1954 out of which the obligations incurred under 
the contracts could be legally paid. Summary judgment was granted 
in the lower court but was reversed on appeal on April 7,'1955. 
The reversal was not on the merits of the case but was, in effect, 
on the basis of lack of jurisdiction. 

The claims and counterclaims of Central Electric POWer CO- 
operative and Southwestern Power Administration as to whether the 
funds made available to the Administration In its continuing fund 
for fiscal year 1954 were available for payment of obligations 
arising out of the lease-purchase contracts with the cooperative 
were submitted to the General Accounting Office on December 3, 
1954, for settlement, The Comptroller General concluded that the 
funds were available to implement the lease-purchase contracts. 
It was the view of the Comptroller General (B-122254, November 8, 
1956) that the Congress intended the $1,200,000 to be available 
from the continuing fund during the fiscal year 1954 for all costs 
in connection with the purchase of electric power and energy and 
rentals for the use of transmission facilities. 

The claim of the Central Electric Power Cooperative amounts 
to $960,770. Claims from two other cooperatives have been filed 
with the Administration in the amount of $l,332,2Ol. The two re- 
maining cooperatives with similar contracts have stated that they 
will not file any claims. Under a proposed arrangement, settle- 
ment of these claims would be on the basis of the amounts that 
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would have accrued to the claimants monthly under the contracts to 
the extent of available funds, These claims had not been recog- 
nized in the financial statements by the AdmbnI.stration at 
Jum 30, 1957. 

The Public Works Appropr%ation Act, 1958 (71 Stat, 4231, ap- 
proved August 26, 1957, provided QQ*** that the unexpended balance 
made available from the contlbnu8ng fund for the fiscal xeal~s 
1934 (67 Stat, 262) and a956 (69 Stat, 356) shall be available 
to liquidate clabEms payable for the fiscal year I.954 ~I+ICX~IQ lease- 
purchase contracts with generating and transmission @aoperatives 
as certified by the Comptroller General of the United States -J+**eoQ 



FINANCIAL RESULTS FROM POWER OPERATIONS 

Financial results from power operations folr the fiscal years 
1957 and 3.956, based on the accounts of the Corps and Admlnlstra- 
tion, are summarized as fol%owst 

Operating revenues: 
Sales of electric energy 
Other revenues 

Fiscal year 
u 1956 

3 8,169,043 

Total operating revenues 8,?56,2go 8,169,043 

Operating expenses: 
Purchased power 
Operation and maintenance expenses: 

GeneratLng projects 
Southwestern Power Administration 

39665,819 

1,073,117 
3,822,408 

8,561,344 

3,461,272 

;,p;,;94 
, , 

73143,999 
Administrative, sales, and general 

expenses: 
Generating projects 
Southwestern Power Administration 

Depreciation: 
Generatkng projects 
Southwestern Power A&ulnistratlon 

Total operating expenses 

Net operating loss 

Interest and other deductions: 
Interest on the Federal investment: 

Generating projects 
Southwestern Power Administration 

Total interest 

Nonoperating expenses and income, net 

Net loss for the fiscal year 

204,547 

69,423 
1,143a 

1,417,345 

7;,;W& 
5 

43.1,102 

79,710 
408,003 

487,713 

2,030,714 
662,916 

19950,393 
643,661 

2,693,6% 2,594,054 

11,742,687 10,16g,155 

2,986,397 2,000,112 

1,516 
55,0x 

56,611 

80,321 
19,255 

99,576 

=3,532 

986,285 

4,441,460 4,;7#;; 362,015 
589,508 , 3,309 

5,030,968 4,665,644 365,324 

-68,295 -36,405 -31,890 

4,962,673 4,629,239 333,434 

8 7,949,070 $ 6,629,351_ $1,71g,719 

Increase 

$ 585,066 
2,181 

587,247 

Schedule 3 presents a statement by pro$xts of the results of 
power operations for fiscal year 1957 and cumulative net loss to 
June 2% 1957. 



During the 1957 fiscal year, 86 perbent of the power pur- 
chased and 95 percent of the related costs were associated with 
purchases from the Central Electric, M. W, EleotrIc9 and Western 
Farmers ElbectrPc power cooperatives, 

Revenues obtained from these cooperatives, cost of power pur- 
chased, and rental of transmission facilities for fiscal year 1957 
are summarized from the power marketing report of the Admfnistra- 
tfbon as follows: 

Revenue from customers served through systems oft 
Central Electric Power Cooperative: 

Central Electric Power Cooperative 
SHO-ME Power Corporation 
Hermann, Missouri 
Fulton, Missouri 

N. W. Electric Power Cooperative, Inc.: 
N, W. Electric Power COOpePatlVe, InCe 
KAMO Electric Cooperative, Inc. 
Lamar, Missouri 
Springfield, Missouri 

Western Farmers Electric Cooperatives 
Western Farmers Electric Cooperative 
Altus Air Force Base, Oklahoma 
Anadarko, Oklahoma 

Total revenue 
Cost of purchased power: 

Central Electric Power Cooperative 
No W, Electric Power Cooperative, Inc. 
Western Farmers Electric Cooperative 

Rental of transmission facilitiesa 
Central Electric Power Cooperative: 

69-kv system (service to Central oua- 
tamers, Hermann and Fulton) 

161..kv sastem (service to SHO-ME) 
N1 W. Electric Power Cooperative, 1ri.r 

161-ky system (service to KAMO customers, 
Lamar, and Springfield) 

Western Farmers Electric Cooperative2 
bg-kv system (service to Western custom-! 

ers, Altus, and Anadarko) 
KAMO Electric Cooperative, Inc.: 

69-kv system (service to KAMO customers 
and Lamar) 

Thousand 
kilowatt- 

hours 

70,912 
"l;,'$g 

' 42 -2 

292,2+ 

159,812 
121,059 

7,286 
122,508 

410,665 

147 9 153 
2,778 
2,451 

Il.521382 

855,281 

73,699 
218,535 

250,853 

152,382 

128,74% 

Totab power purchased and rental sf transmission 
facilftfes 

Excess of cost of power purchased and rental ok transmission 
facilities over revenues received 

Amount 

1,568,809 

842,972 
6;; (7; 

473 :624 

2,017,532 

8”1;, 1;; 

12:525 

829,522 

4,415& 

656,209 
;107(4$; 

9 I 

3,474,834 

Average 
rate 

(ml118 
per kwh) 

?E e 

2:;; 

5.37 

5.27 
5046 
5.41 
3.87 

4.91 

5.45 
5.19 
5,11 

5.44 

5.16 

;*g 

5:70 

6.77 

778,870 

.551,C.51 

2,686,779 

6,161,612 

i&&ii%Q~ 

5.11 

4.29 
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ENERGY PRODUCTION AND DELIVERIES 

The net electric energy made available to the Administration 
by the Corps from generating projects, and power purchased or ex- 
changed, expressed $12 thousands of kilowatt-hours, for the fiscal 
year 1957 and the inorease over fiscal year 1956 are summarized 
as follows: 

Increase from 
Fiscal year 1957 preceding year 

Thousand Thousand 
kilowatt- 

hours 
kilowatt- 

Blakely Mountain (note a) 
Bulb Shoals 
Denfson 
Fort Gibson 
Norfork 
Tenkiller Ferry 
Narrows 
Whitney 

Net generation 

Power purchased or exchanged 

Total 

Percent 

118,570 
651,472 
144,502 

72,590 
20&285 

61,891 
39,821 

6.0 
33.2 

7.4 

1Z 

322 
316 

19364,283 6%5 

-89 30.5 

~2963~ 672 100.0 -- - 

Percent hours 

79 l ,3 
68*5 

-26,6 
-2,g 

46.4 

426,143 45.4 

-7.7 -50,333 

375,810 zx 

aFjlrst units went on the lfne in September 1955. 

Although generation of energy increased by 375,810 thousand 
kilowatt-hours, or 23.7 percent9 from the preceding year, unfavor- 
able water conditions continued in the Southwest during most of 
fiscal year 1957 and deliveries of energy from the various proj- 
ects remained substantially less than projected normalse Gross 
generation during fiscal year 1957 was 303,808 thousand kilowatt- 
hours less than the estimated average annual production, sum- 
marized as foblowst 

Thousand kilowatt-hours 
Gross Estimated 

generation average 
fiscal year annual 

.iLiza production Difference 

Projects Iln operation 
June 30, 1957 

Under the terms of a supplemental agreement to an existing 
eontraot with the Oklahoma Gas and Electric Company and the Public 
Service Company of Oklahoma, the Administration, during 1955, 
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received 29,846 thousand kilowatt-hours of electric energy, mlS 
energy was in addition to the power purchased or exchanged with 
these comptinies, The supplemental agreement provided that deliv- 
ery of energy by the AdminIstration under‘ the existing Oklahoma 
contra& could be deferred and delivered to the companies at a 
future date, subject to llmitatfons of the Government's available 
hydroelectric generation capacity and obligations under certain 
other existfng contracts, The agreement provided also that the 
deferred energy must be delivered within a period of 4 years after 
the dates of deferment, or the Government (subJeot to approprla- 
tfon by the Congress) would pay to the companies an amount equal 
to 7 mills per kilowatt-hour for the undelivered deferred energy. 
By this arrangement, the Administration continued to meet contract 
commitments to customers served through the Oklahoma companies' 
contracts during 1955 and other obligations. During fiscal years 
Spggj, 3.956, and 1957, the Administration returned 29,098 thousand 
kilowatt-hours, leaving a balance due the Oklahoma companies at 
June 30, l957o of 748 thousand kilowatt-hours, 

The Administration included the revenue from the sale of this 
powex? in fts accounts during 1955; however, no liability was re- 
corded for any amount due the Oklahoma companies at June 30, 19559 
1956, or 1957. 

. Energy generated, purchased, and exchanged at the various 
projects in 1957 totaled 1,963,672 megawatt-hours (mwh). Energy 
sold during fiscal year 1957 totaled 1p8759876 mwh. The differ- 
ence of 8T97g6 mwh is accounted for by station use, line losses, 
and addustments for differences between production and billing 
dates, 
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CUSTOMERS SEWED 

Sales of eLectrio energy POP the fiscal years 1957 and 1956 
expressed In dollars 9 thousands of kilowatt-hours, and average 
rate per kwh by the various classes of customers are presented In 
the following summary: 

. 

. 

Fiscal year 1956 
Average 

Thousand rate 

Fiscal year 1957 
Average 

Tnousand rate 
kilowatt- per kwh 

Revenue hours (m111s) -- 
kilowatt- Per,:; 

hours m Revenue 

“lS:;b,;;;a 473,141a 
0 49,363 

Eleotrio utilities: 
Arkansas Power and Light Co. 
Texas Power and Llght Co. 
Public Service Company of Oklahoma and 

Oklahoma Gas and Electric Co. 
Southwestern Gas and Eleotrlc Co. 

197,892 
138,637 
116,866 
107,770 

74,264 

7202s;: # 

:;%f 8 

20,363 

98.972 

891.431 

78,461 

71.~60 

149.821 

19,678 

le,Z12 

98.025 

-7,181 

l.485,452 

115,382 30,427 
77,902 24.040 

2.016.786 576.971 

3.63 
2.15 

3.79 
3.24 

3.50 

222.116 

114,305 

613.626 

>.576,241 

2% I 
21,338 

123,114 

1,050.061 

:-:a 
;:;a 

5:29 
5.48 
4.98 

z-2; . 

5.36 

4.98 

5.31 

1,036,2aa 

E'8% 
;;;:y; 

377:249 
138,766 

:3;2 , 

109,007 

544.987 

4.947.592 

473,624 122,508 

482,981 88.742 

956,609 211,253 

112,648 20,572 

3.87 

5.44 

4.53 

5.48 

418.366 

393,046 

811,412 

109,070 

109,665 17,012 6.44 111.941 

222.312 37,591 5.91 221,011 

-17.840 1.277 

ja;754,109 1,877,l53 4.66 

-13.98~ 

$8,169,043 

5.10 
4.90 

11.33 
12.56 

5.33 

;:;$ 

5:41 
7.73 

2272 

5.33 
5.38 

5.35 

5.41 

5.45 

5.33 

5.51 

5.42 

5.54 

6.10 

5.81 

5.50 

REA cooperatives: 
SHO-ME Power Corporation 
N.W. Electric Power Cooperative, Inc. 
Western Farmers Electric Cooperative 
ICAMO Eleotrlc Cooperative, Inc. 
Brazes Electrlo Power Cooperative, Inc. 
Central Electrlc Power Cooperative 
M&A Electric Power Cooperative 
Deep East Texas Electric Cooperative, 

IilC. 
People's Eleotrlc Cooperative, Inc. 
Canadian Valley EleotrIc Coonerative. 

In0. 
Cooperatives with billings less than 

$100,000 (14 for 1957 and 13 for 19.56) 

. 

Municipalities: 
Sprlngfleld, Missouri 
NuniclpalItIes with bllllngs less than 

$100 000 (21 for 1957 and 19 for 
%d 

Government agencies: 
Fort Sill, Oklahoma 
Government agenoles wlth billings less 

than $100,000 (4 for 1957 ana 
1956) 

Net adjustment to show year-end 
aocruals 

Total saLas 

aTotal revenues and energy sold to the Arkansas Power and Light Company during 1957 were from the Reynolds 
Metals Company Contract. For 1956, revenues from this source were $1,880,369 and energy sold was 
366,695 thousand kilowatt-hours; the balance of the revenues and energy sold was for test energy from the 
Blakely Mountain Project. 

The decrease of 0~84 mills in over-all average rates per kwh 
of revenues for fiscal year 3,957 under that obtained for fiscal 
year 1956 is largely atts%butable to the average rate obtained 
from private utilities which decreased from 5.33 mills for 1956 to 
3*50 mills for 1957, a decline of 1.83 mills. The average rate 
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obtained from a%1 other classes of customers except Government 
agencies also declined during filscal year I9570 The over-all de- 
cline resulted pr%marfly from the greater.volume of sales of dump 
energy generation necessitated by the drawdown of flood control 
storage poo%s at the various plr”oJects, 

. 

Sales of energy to the electric utflftles are covered by in- 
dividual contracts* There were four such contracts with five eleo- 
tric uiXli%ies during fiscal years 1956 and 1957, and rates for 
energy sales differ fn each, Of the total energy sales and reve- 
nue from electric utilities during fiscal year 1957, about 82 per- 
cent of the energy sales and 85 percent of the revenues were from 
the Arkansas Power and Light Company. 

Energy deliveries and sales, revenues, and average rate per 
kwh undes the eontracts for the fiscal year 1957 are summarized 
86 follows: 

Thousand kllowett-hours 
Less energy Lnergy 

delivered purchased 
to 

preferred exch0acged Average 
Total customers and rate 

energy for the retained 
Ez:E 

per kwh 
delivered Government by SWPA Revenues (-1 

Arkansas Power and Light Co. 
and Reynolds Metals Co. 473,141 $1,717,176 3.63 

Public S&vice Company of Okla- 
homa and Oklahoma Gas and Electric Co. 162,521a 141,907 9,813 30,427 115,382 3.79 

Southwestern Gas and Electric Co. 39,503 23,187 7,724 24,040 77,905 3.24 
Texas Power and Light Co. 116,492 97,125 29,996 -L!lGsi 106,323 2.15: 

791,~~~ 262,21j 47,533 

aTotal energy delivered Includes 2,317 thousand kilowatt-hours of 
amendatory contract. 

Our audit report to the Congress dated March 19, 195'7, on the 
Arkansas, White, and Red River basins water resources development 
program for ffscal year 1956 included comments on provisio 
contracts with the electric utilities on pages 44 through t 

9 of 
? . 

Changes in these contracts sinoe our previous report are commented 
on in the following section of this report. 



APPROVAL OF RATE SCHEDULES 
BY FEDERAL POWER COMMISSION 

Section 5 of the Flood Control Act of 1944 requires confirma- 
tion and approval of rate schedules by the Federal Power Commis- 
sion. The Commission has approved rate schedules applicable to 
preference customers and the private utilities. 

Preference customers 

All preference customers of the Administration except the 
Brazos Electric Power Cooperative, Inc*, the purchaser of Whitney 
Project power, 
year 1957. 

were served under rate schedule "A'@ during fiscal 
On August 9, 1957, the Federal Power Commission ap- 

proved new rate schedules superseding the previously used rate 
schedule tlA't. The new rate schedules provide different rates for 
varying types of service rendered. 
schedules follows: 

A summary of the new rate 

Type of service 

Firm power 
(monthly rates) 

Peaking power 
(monthly rates) 

Excess energy 
Interruptible 

capacity 

Demand charge Energy charge 

$1.60 per kilo- $0.002 per. kilowatt-hour for 
watt of bill- the first 150 kllowatt- 
ing demand hours per kilowatt of bill- 

ing demand. $0.003 per 
kilowatt-hour for the next 
290 kilowatt-hours per kil- 
owatt of billing demand. 
$0.005 per kilowatt-hour 
for energy in excess of the 
first 440 kilowatt-hours 
per kilowatt of billing de- 
mand, 

S1~~~tfe~fk~:~i $0.002 per kilowatt-hour for 
m the first 150 kllowatt- 

ing demand hours per kilowatt of blll- 
ing demand. $0.003 per 
kilowatt-hour for the next 
50 kilowatt-hours per kllo- 
watt of billing demand. 

None $0.0015 per kilowatt-hour. 
$0.045 per kilo- None 

watt per day 

The rate schedules for firm power and peaking power provide 
adjustments for conditions of service as follows: 

1. A discount.of $0.10 per kilowatt of billing demand per 
month will be allowed on the total monthly charge for firm 
power service and peaking power service if delivery of 
power and energy Is made from the 69.kv, 138-kv or 161-kv 
transmission facilities owned or leased by the Government 
and ff transformation and substation facllZties are re- 
quired at the point of delivery and are furnished by the 
power customer at no cost to the Government. 



2. A discount of $0,40 per kilowatt of bibling demand per 
month will be allowed on the total monthly charge for firm 
power service and for peaking power service if delivery of 
power and energy is made from, and at the voltage of, the 
138-kv or the f6%-kv transmission facilities owned or 
leased by the Government, or at low or intermediate volt- 
ages from substations directly connected to such transmis- 
sion facilities, and if the Government is thereby relieved 
of additional transmission costs, 

In addition, the peaking rate schedule limits deliveries to a maxl- 
mum of 2,400 kilowatt-hours per kilowatt of contract demand per 
fiscal year, 

The new rate schedules will average 6.97 mills per kilowatt- 
hour for customers at a 50 percent load factor compared with So51 
mills under the previously used rate schedule f@ArV, an increase of 
27 percent, 

Private utilities 

Sales and exchanges of energy to and with,the electric utili- 
ties are covered by individual contracts with special conditions, 
rates, 
Federal 

and charges that have been confirmed and approved by the 
Power Commission, All. schedules with the exception of two 

contracts with a private utility (Arkansas Power and Light Company- 
Reynolds Metals Company and Arkansas Power and Light Company- 
Blakely Hountain Project electric exchange agreement) were subject 
to review and reapproval not later than February 13, 1953. 

On September 11, 1957, the Commission approved a new rate 
schedule applicable to the Texas Power and Light Company contract. 
The revised rates so approved are as follows: 

Payments by the company: 

-$1.20 per kilowatt per month of contract de- 
ilowatts, $0.045 per kilowatt per day for . 

excess of contract demand not used in deliv- 
ery of secondary energy. 

-$0.002 per kilowatt-hour for each kilowatt-hour 
rgy scheduled and received during any month. 
lowatt-hour for each kilowatt-hour of secondary 

energy scheduled and received during any month. 

Payments by the Government: 

-$1,60 per kilowatt per month of maximum de- 

Energy charge--$0,002 per kilowatt-hour for the first 150 
kilowatt-hours per kilowatt per month of maximum demand deliv.. 
ered to customers of the Government during any month, $0,003 
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per k%%owa%t-hour fop the next 212 kilowatt-hours per kilowatt 
per month of maximum demand, and ;;BQ,OOJ~ per kilowatt-hour for 
all fn excess sf 465 kilowatt-hours per kilowatt of maximum 
demand, 

In addition, until the third unit a% the Denhson Barn is installed 
anlt ready fop corrmaercial opera%ion, the Government is obligated to 
oredit the company with $0,003 per kP$orvatt-hour for the differ- 
ence between the amount of energy delivered and ~O,OOO,OOO 
k%fowat%-hours dying any year an which the company does not re- 
ceive ;PO,OOO,OOO k%%owat%-hours of primary energy, After the 
third unit is $nsta$%ed, the credit to %he company shall be $OoO08 
per kiLswa$t-hour, e 

The new sa%e schedule also provides fox+ settlement of accounts 
between the company and &he Gove&anmen% on a net balance basis. The 
amendment fwlthena provides for mandatory reviews of the Irates an& 
oompensation at the end of each Ji-year period and for discretion- 
ary ra%e reviews at any time upon the rwritten request of ei.theP 
party, 

The contractual agreement between the company and the Gsvern- 
ment %erm%nates on July 9, 1977, 

0n November 18, 1957, the Federal Power Commission apppovsd a 
new rate schedule for the %nSt%al. sale of electric power and en- 
ergy iEn a proposed agreement with Southwestern Gas and Electric 
Company and a revised rate schedule applicable to the contract 
with Public Service Company of Oklahoma and Oklahoma Gas and Elec- 
tric Company, The approved schedules provide as follows: 

Southwestern Gas and E'Eeo%rfs Company: 

Paymeast by the company: 

-$I.,20 per kifowatt per month, 

--$0,002 pes kilowatt-hour for each kflfowatt- 
hou~ schec%il.ed and received. during the mon%h, 

-$O.OOS~ pes kilowatt- 
ed and received during 

%he moPa%ko 

Payments by %he Govesnment: 

=-$I,65 per kilowatt per mo'nth of the 
greater of. ei%hePl the maxfmum sum of the nonsimulhneous 
maximum 30-minute knteg'k"a%ed ~demandso es%wbPished durpillg 
any mon%h of the elapse8 pepiodl of' the agreement9 at all 
points of delivery $0 the Government or foB4 its Exccour3+3, 
cm %he Lstaf power whfcth %he company fs obligated to - 
Sliver to the Goveytnment, 



--$0,003 per kilowatt-hour for each kilowatt- 
d to or for the account of the Government, 

In addition, the Government shall, at the end of each contract 
year compensate the company for each $O,Ol increase in the average 
cost of fuel in the company*s thermal generating plant during such 
year above the base cost of $O,OS per million B.T.U., an amount 
equal to $0,00014 per kilowatt-hour for the difference between the 
number of kilowatt-hours delivered by the company to the Govern- 
ment or for its account and the number of kilowatt-hours (exclu- 
sive of excess hydroelectric energy purchased and received by the 
company) delivered by SWPA to the company during the year. 

Publllc Servfce Company of Oklahoma and 
Oklahoma Gas and Electric Company: 

Payments by the companies: 

-$1,20 per kilowatt per month. 

-$O.OOZ per kilowatt-hour for each kilowatt- 
and received during each month. 

-$0,0045 per kilowatt per day for 
and received during any month, 

--$0,002 per kilowatt-hour for 
ed and received during each month, 

-$0,0015 per kilowatt-hour for each 
ed and received during the month. 

Payments by the Government: 

-$1,60 per kilowatt per month of the 
er the sum of the maximum 30-minute inte- 

grated demands at each point of delfvery to the Government 
during the past 12 months or the total power which the com- 
panies are obligated to deliver to the Government, 

-$0.0035 per kflowatt-hour for each kilowatt- 
to the Government and/or for its account 

during the month. 

--$0,00365 per kilowatt-hour for 
ivered to the Government* 

In justifying the proposed rate schedules for preference cus- 
tomers which were subsequently approved (see -pO 571, the Depart- 
ment of the Interior stated that ‘the rates in the contract with the 
Arkansas Power and Light Company-Reynolds Metals Company dated Jan- 
uary 29, 1952, did not meet the requirements of section 5 of the 
Flood Control Act of 1944, Further, the Department stated that if 



the Commissfon determined and confirmed and approved the applica- 
bfbity of the proposed rate schedule for peaking power service 
under the above contract, the proposed rate schedules would be 
applied to sales under the AsPkansas Power and Eight Company- 
Reynolds Metals Company contract iln order that the customers in 
the Southwestern Power Admfn3.stratfon marketing area would be 
treated uniformly. 

In its order dated August gs 1957, confirming and approving 
the proposed preference customer rate schedules, the Federal Power 
Commission stated that the actual. appl%cation of’ rate schedules to 

.the sale of e3.eetrI.c power was a functfon and responsibility dele- 
gated to the Secretary of the Interior and over which it (FPC) had 
no authority or jurisdfcti.on,i 

aPn the letter of February 2Ta 1958, the Department of the Inte- 
rior advised us that bt 3.s cura?ently exploring with the Depart- 
ment of’ Justice whether there is a basis for adjudication of the 
legal issues respecting this matter, 
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POWER BENEFITS 

Power benefits for Corps projects are based on at-site un%t 
values supplied by the Federal Power Commission, Unit values are 
assigned to capacity and energy and are generally based on the 
cost of capacety and energy from the most economical alternative 
source9 usually privately financed, modern9 efficient, steam- 
electric plants, In some cases where the cost of the alternatfve 
power is prohfbitive, the FPC estimates the value of the proposed 
project@s power to the user, and this value fs used for power bene- 
fits in lieu of values based on alternative costs. Power benefits 
on Arkansas9 Whiete, and Bed River basins projects are based in al- 
ternat%ve costs, 

Bureau of the Budget Circular No. A-47, December 31, l9$i?,, 
provides that, in addition to comparing total benefits of the proj- 
ect with total economic costs9 the evaluation report proposing au- 
thorization should show separately the particular benefits and 
economic costs attributable to each purpose of the program or proj- 
ect, This circular also states that inclusion in a project of any 
purpose will, except in unusual cases9 be eonsidevsed only if the 
benefits attributable to a particular purpose are greater than the 
economic costs of includZng that purpose in the project. The' "eco- 
nomic costs of including a purpose" are considered to be the in- 
cremental costs of the purpose9 that fs, the difference between 
the cost of the project includin, p the given purpose and the cost 
of the project with the given purpose omitted, rather than the 
cost allocation determined by the separable costs--remaining bene- 
fits method or other cost allocat%on method actually used. 

n Li +.A 3 r ization of the seven power projects fin operation in the 
ApkansasS, 'Jhi'ie, and Red River basins and the Whitney Project at 
June 30, 295;', preceded the issuance of Bureau of the Budget Circu- 
lar No, ;, lkV;iR However, comparisons of power benefits and tenta- 
tive alJ.o.:;~t;jons of costs to power are included in the cost allo- 
cation studies prepared by the Corps, Power benefits and costs 
shown in the most recent allocation studies available at the time 
of our audit for projects in operatfon at June 300 195'J3 are as 
follows: 

Project 

Fort Gibson 
Tenkiller Ferry 
Bull Shoals 
Morfork 
Blakely Mountain 
Denison 

Narrows 
Whitney 

Annual 
power 

benefits 

a-$--9;;; 

2,553:000 
1,348,OOO 
1,5581000 
1,583,520 
h,583,5=' 

323,000 
518,100 

Annual 
power 
costs 

Benefit-cost 
ratio 

1.007:X 
",%':" 
1:4& 
1.07:1 
1.652:1 
;4&5:1 
o:& 

aAnnual costs include taxes foregone. 
bAnnual costs exclude taxes foregone, 



The computation of power benefits has been a matters of dis- 
cussion and consideration by the Corps of Engineers, the Bepart- 
ment of the Interior, and the Federal Pow&~ Commission, and some 
aspects of the subgect have not yet been resolved. Our audits 
to date of Arkansas, White, and Red River basins psoJeets have 
not included a detailed review of power benefits, SWPA officials 
informed us that a favorable power benefit-cost ratio does not 
necessarily'mean that the Federal investment in power can be re- 
covered through sales of power because economic power benefits, 
with which costs are compared in arriving at the patio, may be 
in excess of anticipated Fevenues from the sale of power, The 
Corps obtains information on anticipated power revenues from the 
marketing agency for comparBson with power costs and determina- 
tion of financial feasibility, 
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NAVIGATION PLANT CONSTRUCTION AND OPRRATION 

c 

she first projects on the Arkansas, White, and Red Rivers re- 
lated to navigation and were concerned principally with removing 
snags, obstructions, boulders, and reefs; cutting sand bars; and 
constructhng small dams at some shoals, Improvement of these 
rivers for navigation has remained a prime pwpose fn the develop- 
ment of the Arkansas, Whft,$s and Red River basins, These Improve- 
ments are obtained principab3.y through constructfon and operation 
and maintenance by the Corps of EYlgjbneers of single-purpose naviga- 
tion projects. The Oologah, Dapdanelle, Eufaula, and Keystone 
Projects in the Arkansas River basin are the only multiple-purpose 
projects under construction which include navigation as a purpose. 
Three additional. multiple-purpose projects in the Arkansas River 
basin which include navigation as a purpose have been authorized. 
These are the Short. Nountain, the Ozark, and the Webbers Falls 
Projects on the Arkansas River, Powel" has been deferred at the 
Keystone, Ozark, and Webbers Palls Projects, 

The folLowi.ng tabulation summarizes at June 30, 1957, availa- 
ble data on the estimated construction cost aH.ocable to naviga- 
tion for projects in opesation QI? underp constrpctfon In the Ar- 
kansas, White, and Red River basins, 

Arkansas River basin (note a): 
Multiple-purpose projects: 

Dardanelle (estimated total construction 
cost, $a00,513,000) 

Eufaula (estimated total construction 
cost, ~lQ1,122,OQO) 

Keystone (estimated first cost, 
$137,000,000) (note b) 

Single-purpose navigation and bank stabili- 
zation projects 

White River basins 
Single-purpose navigation and bank stabilkza- 

tion projects 
Red River basin:' 

Single-purpose nav&gation and bank stabillza- 
tion projects . 

Total estimated cost to navi$ation of projects 
In operation or under ccq3trwtfon 

Allocation 
to 

navigation 

# 46,825,ooO 

54,900,000 

78,260,400 

236649,6xo 

203,635,010 

19272,998 

7,,~9,51-0 

&Recent studies by the Corps show also that about $7 900pOO0 of 
costs of the Oologah Project (estimated first cost #36,2OO,OOO) 
will be allocable to navigation, 

bDoes not inolude power which has been deferred. 
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At June 30% 1957, existing oos% alloea%%ons on %he multiple-purpose 
projects were tentat41ve; acooPd9mg9y, the abfot2a%fons ha the above 
summary are approxfma%e and subjec% to rev2sions 

The Arkansas, Whfte, and Red River- basins navigation and bank 
stabilization projects are in various stages of completfon. The 
distance and eontrol%fng depth of the active projec%s 8Ebe as 
followsr 

River Locatlon 
Distance 

(miles) Controlling depth 

Authorized 
project 

depth (feet) 

hrkansas Mouth to confluence with Mouth to Fort Smith, Arkansas: 
Verdigris and Verdigris 3 or more feet, 4 months; less 
River to Catoosae Okla- 
homa 460 

than 3 feet, 8 months. Up- 
stream from Fort Smith: no ae- 

9 per&able depth. 

White Piouth to Batesville 302 4.5 feet or more, 8 months; 
less than 4.5 feet, 4 months 
(169 miles); 4 feet (96 miles 
2.5 feet mlnimum (37 miles) 

4.5 feet from mouth 
to Newport, Arkansas 

I; (258 miles) 

f  
Red 

Batesville to Cuion 

Junction of Old and 
.Atchafalaya Rivers to 
Fulton, Arkansas 

29 4 feet 

Piouth of Red River to mouth 
of Black River,.9 feet; mouth 

457 of Black River to Alexandria, 

4 

Louisiana, 4 feet; Alexandria 
to Shreveport, Louislana, 
less than 2 feet 9 feet to mile 25 

Ouachita Mouth of Black River to 
and Black Camden, Arkansas 351 

Minimum depth 6.5 feet during 
low-water season 9 

The Arkansas Rfver project will prov%de a 9-foot-deep navigable 
channel from Catoasa, Oklahoma, on the Verdigris River to the'Mis- 
sissappi Rive;P, a distance of about 460 miles, The plan of im-. 
provement provides for a channel with bottom widths of 150 feet 
on the Verdigris R$ver and 250 fee% on the'Arkansas River. The 
Red River projects consist of the Over%on-Red River Waterway and 
the Ouachflta and Black Rivers, The Overton-Red River Waterway 
will provide a navigable channel 9 feet deep and 100 feet wide 

! from Shreveport, Louilsbana, to the mouth of the Red River, a dhs- 
tance of about 205 miles, The project on the Ouachfta and Black 
Rivers will provide a channel 9 feet deep and 100 fee% wide from 
Camden, Arkansas, on the Ouachita River to the moudh of the Blask 
River, a distance of 350 miles, 

The Overton-Red River Waterway includes the construction of 
nine locks and a pumping plant and dredging at an estimated cost 
of ~96,800,000. Work on this project has been liimited to ad- 
vanced planning, 
to $420,402. 

.Total expenditures %o June 30s 195T9 amounted 

The Ouachlta and Black Ri-vers PsPojeot, modifying the exist- 
ing project, includes the deepening off the Felsenthal Canal and 
dredging at an estimated cost of @.~,~OO,OOOB Work on this 



modification of the prodect amountang to $116,623 has been limited 
to advance planning, At dune 30, ZL9579 the cost of the exfstlng 
project was $5,248,619 for construc%%on and $11,445,688 for opera- 
tion awd maintenancec 

COST OF NAVW.YAT~IQN O~~RAT~~~S 

Total. costs zl~~us~ecB by e Corps af gineez-s fox- operating 
and maintaining navigatlom pl t In the Ar nsas, White, and Red 
River basins during fiscal yeap l-957 and cumula%Pve to June 309 
195Tt are summarized as foElcwss 

Fiscal year 
BasSn 

Arkansas River 
White River 
Red River 

Total $22,626,24g -s-w-- 

. 

Statements of costs for operating and mabntainlng the navigation 
plant in the Ax-kansas, White, and Red River basins are included 
as schedule 5 of this report* 

Depreciation and interest on the Federal investment Pn single- 
purpose navigatfon projects are not recorded by the Corps. 
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TONNAGES OF COI@ZERCJTAL WATERWAY TRAFFIC 

Tonnages of commeroia1 waterway traffio on the Arkansas River 
from Fort Smith, Arkansas, to the mouth; on the White River from 
Guion, Arkansas8 to the mouth; on the Red River below Fulton, 
Arkansas9 and on the Ouachfta and Black Rivers from Camden, Arkan- 
saso to the mouth of the Red River are shown for caleadar years 
1p5Bo 1955$ and 1954, as fo%lows: 

Products 

Pi.sh aud product8, 
fresh 

Seashells 
Logs and pulpwood 
Posts, pales, and 

Pili% 
Other wood products 
Sulohur 

30 212 191 220 478 479 

lO.ssO 8,813 ;,224 3",067 869 x5.~W 713 28,063 58.930 47,621 ziz 6i.958 

1,150 2,062 
" 

589,183 722,475 

2,405 - 
” ” 

” 

428,013 W&W 122,400 
" " " 

”  

”  

158,300 

229 

2?,177 

13,614 
” 

100 

600 3,823 

”  

- 15 
” 

” 

b,W3 
5,074 

600 
" 

514 

6.132 

1,727 

3,387 

”  

650 150 740 425 360 

” 
” 
” 

195 
93,055 

807 
83.6% 

”  

”  

”  

”  

”  

”  

Commo;iitles. not else- 
where classlfled 45 ”  

”  water 
waterway improvement 

materials 

Total 

Inbound 
Outbound 
Intrawaterway 

Total 

Total ton-miles 

450 

201.070 

A 3.900 

601,961 737.612 _I_- 

1.320 

--J&&j& 432.5n 172.470 149.636 --- -150.165 188,16& 

114 204 831 - 778 10,975 8,838 1,229 514 

171,956 

2.2% 
147.374 

6,450 45,346 w! ;$g: 

590,874 728,570 430.51~ 180.93~ 9;,173 5 ,551 44:836 40:751 

601.962 737.612 m 172.470 149.676 188.161 201.070 150,165 ___- ---- 154.654 

1.698.902 2.723.216 '958.2= 2.345.521 1.770.618 2.776.544 23.516.742 26,450:403 23.661.742 ___- --~- 

Average length of ' 
haul-miles 

The average length of haul for all trsffic on the Arkansas 
River in calendar year I.956 was 2,8 miles and the commerce con- 
sisted principally of local traffic in the vicinity of Dardanelle, 
Little Rock, and Pine Bluff, sArkansas9 and from Cummflq Arkmmasp 
to the mouth for a dl-stance of 75 milese 

Water-borne commerce in the White River basin consisted prin- 
cipally of traffic on the White River wEth occasional movements Of 
logs on the Black River near its mouth@ No commerce has been rc- 
ported on the Black River since 1948 and on the Current River 
since 1934, 

Water-borne commerce in the Red River basin is reported on 
the Red River below Fulton, Arkansas, and on the Ouachita and 
.Black Rivers, Arkansas and Louisiana. Commerce data on the 



Cypress Bayou and Waterway between Jefferson, Texas, and Shreve- 
port, Louisiana, were available for calendar years 1954 and 3.956 
but not for calendar yeas 1955@ Data on commerce on the Tensas 
River and Bayou Macon, Louisfiana, were available for calendar year 
1954 but not for calendar years 1955 and 1956, The statistics for 
these waterways have not been Ihnoluded in the summary above* Sta- 
tistios for the other navigable channels in the Red River basin 
have not been included because they were not available. Commerce 
on the Red River generally 1s oonf%ned to the reach extending from 
the mouth of the Ouachita and Black Rivers to the mouth of the Red 
River. Interchange of traffic between the Mississippi River and 
the Quaohita and Black Rivers account for practically all of this 
traffic, 
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FL00D CONTROL PLANT CONSTRWCTION AND OPERATION 

Flood control projects in the Arkansas, White, and Red River 
basins are designed to oombat floods by means of reservoir storage 
and by channel improvement and levee constructfon. 

Both multiple-purpose and single-purpose flood control proj- 
ects have been built by the Corps of Engineers for the temporary 
storage of flood waters. %n additicm, the Corps mntrals the re- 
leases of water from privately owned reservoirs within the basin. 
Levee construction and channel improvement are designed to in- 
crease the capacity of waterways in order to control overflow 
from discharging flood waters. Construction of channel and levee 
flood control projects by the Federal Government, which is the 
responsibility of the Corps, can be in conjunction with reservoir 
projects or can be independent works. The more important works 
are specifically authorized by Congress. Under certain condi- 
tionso small projects and emergency flood protection and other 
minor construction may be undertaken by the Corps without specific 
authority from Con ress to the extent of a maximum sum for any 
single project of $ 4OO,OO0 and a maximum of $lO~OOQ~000 in any one 
fiscal year. 

Estimated construction costs for flood control programs in 
the Arkansas, White, and Red River basins are classified as fol- 
lows t 

Constructed or under construction $ 733,409,720 
Advance planning status 344,172a 

Total 

At June 30, 1957, existing cost allocations of the multiple- 
purpose projects were tentative; accordingly, allocations in the 
foregoing summary tire subject to revision. 

Estimated construction costs for multiple- and single-purpose 
projects constructed or under construction and allocated to flood 
control purposes are as folZowsx 
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. 
Projects 

Multiple-purpose (no%e a 
Fort Gibson 
Tenkiller Ferry 
Eufaula 
Bull Shoals 
MOPfOrk 
Table Rock 
beers Ferry 
Blakely Mountain 
Denison 
Narrows 

To%al 

Single - ur ose 
P P 

fliosd con- 
trol 21 

Levee and channel fmprove- 
merits 

Total 

Total, . 
estimated 

csns%rue%$s~ 
608% 

$ 43,926,%24 
23,4QL525 

161,121,000 
~g~040~000 
3Q,Q39dJQO 
73947790~~ 
54,379,QOO 

344,g64,712 344,9&m 100 

147a799235 1479799,235 100 

$1,066,5n4,546 8733,409,720 69 

Allocation of 
total estimate 

to flosd control 
Amount Peroent 

26,664,g2o 
11~628,253 
62~160~000 
33,182,OOO 
lb6,12g,ooo 
15,853mo 

61 

2; 
66 
58 

42 

aExclusive of the Whitney Project on the Brazos RSver Texas. To- 
tal estima%ed construction cost of this project is $43,8650gO0 of 
which $32,9@4,100 has been allocated to flood control. 

bIncludes btnterest amounting $0 $28,408,106. 

'Includes interest amoun%ing to $lIm,g5g0ga6. 

Estimated costs of Federal participation to cover costs of 
flood water storage at the Pensacola Project, owned by the State 
of Oklahoma, totaling $l,76C~OOoarein~luded in the above tabula- 
tion. Federal participation in the Markham Ferry Project, which 
is now in the advance planning stage (see p* 89) and which is to 
be constructed by the Grand River Dam Authority, an Oklahoma State 
Conservation and Reclamation District, amounts to $60g06,000. 

Construction of 16 dams and reservoirs for flood control is 
completed, and 5 are under construction, 

COST OF FLOOD CONTROL OPERATIONS 

Costs of opera&in@; and maintaining the facilities for flood 
damage prevention and public use in the Arkansas, White, and Red 
River basinso during fiscal year 1957 and cumulative to June 30r 
1957, are summarized as follows: 



Class 

Multiple-purpose projects ~~~~~ding 
power (note a) 

Flood control reservoir pro$zcts 
Other flood control operations fn- 

eluding flood emergency measu~es~ 
rehabilitation of dikes and Bev- 
ees, and cost of inactive projects 

Total 

aExclusive of the Whitney Project, 

Cumulative ‘to 
Yune 3Qs 1957 

$4VcY?J68 
8,063,48n 

31,546s 102 

$82~344,351 

The tabulation includes charges for depreciation and interest 
on multiple-purpose (including power) proJects in the amount of 
$5,084,803 for fiscal year 1957. Depreciation and interest on 
Federal investment are not computed on the investment by the Corps 
in projects that do not include power as a purpose, The tabula- 
tion also includes $6,274,700 charged off in 1457 to local protec- 
tion and other flood control operations; this amount represented 
the cost of prel%minary surveys and investigations incurred prior 
to fiscal year 1957. (See note 6, .p* 92,) Included also are (1) 
credits for revenues received from reservoir lands in the amount 
of $256,812 for fiscal year 1957$ of which 75 percent are return- 
able to the states and (2) public-use facilities expense at BulL 
Shoals, Norfork, Blakely Mountain, and Narrows Projects. The cu- 
mulative totals of these credits and expenses by purposes are not 
readily availablbe. 

BENEFITS FROM OPERATION OF FLOOD CONTROL PLANT 

Annual benefits from operation of flood control facilities 
generally consist of reduction of damage to agricultural and in- 
dustrial properties, Increased use or value of land that has been 
drained or protected from floods, and reduction in damages that 
would be caused by interruption of business, Other intangible 
benefits, such as prevention of loss of life, are realized from 
the protection afforded by the operation of flood control facili- 
ties. 

Studies prepared by the Corps show that flood control benefits 
from the projects completed or author:\zed for construction in the 
Arkansas9 White, and Red River basins are estimated to be about 
$66,600,000 annually. Federal participation in flood control im- 
provements is generally confined to those projects where tangible 
benefits exceed the estimated costs, The benefits claimed by the 
Corps for a benefit-cost ratio are based on damages to property 
that are preventable. These benefits were not reviewed or eval- 
uated by us during this audit. 
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During April, May, and June 1953 the Southwest suffered a 
flood which ranks as one of the six most destructfve floods in the 
United States since lgQQ, cial subcommittee to the Committee 
on Public Works issued a report 
estimated damages of $1255 

dated June 29, %g5'j's showing that 
8 resulted from this flood. The 

. estimated damages in the Wrkansasb White, and Red River basins in- 
eluded in the report furnished to the subcommittee by the Corps of 
Engineers are reported as follows: 

Arkansas River basin $38,QQQ8QQQ 
White River basin 6~QQQ~QQQ 
Red River basin &QQQ,QQQ 

Total 

The report also contains statistics as to the amount of the esti- 
mated damages prevented by existing works and the estimated damages 
that could have been prevented by author2zed works. According to 
these estimates, the existing works prevented $3~oQQQ,QQQ of dam- 
ages and an additional $19,QQQ3QQQ could have been prevented by 
authorized works. 

The following summary shows the estlmated'damages and reduc- 
tion in damages resulting from existing works: 

Estimated damages 
7. Without 

existing Prevented by 
River basin projects Experienced existing works 

Arkansas $58JIQQ9QQQ $38,QQQ,QQQ $2Q,QQQ,QQQ 
White 139QQQ~QQQ ~,QQQ~QQQ 
Red lg,QQQ,QQQ ll,QQQ,QQQ 

po";#g~ 
J 3 

. 
Total t&10,000,000 $5f5,000,000 $~5,QQQ,QQQ 

. 

1The Southwest Flood of 1957--Report of the Special Subcommittee 
to Inspect Flooded Areas in Southwestern United States to the 
Committee on Public Works9 House of Representatives. House 
Committee Print No. 4, 85th Gong., 1st sess. 
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Authority by the Corps of Engineers to undertake recreational 
programs at reservoir projects under the control of the Depart- 
ment of the Army is included in the Flood Control Act of 1944, as 
amended (16 U*S,C, 46~~)~ This act permits construction and oper- 
ation and maintenance of such fac%lities by the Corps@ The act 
also authorizes construction and operation and maintenance of 
these facilitbes by others through the lease of lands under terms 
deemed reasonable by the Secretary of the Army, 

Corps 
Policies under this authority have been established by the 

that result in construction, operation and maintenance, and 
administration by the Corps of Tree publIe-use facilities and in 
development of (I) recreational facilities by civic and nonprofit 
organizations and state and local governmental agencies, (2) com- 
mercial facilities by concessioners, and (3) homesites and club 
sites by individuals and groups, The Corps0 activities are fi- 
nanced from construction and operation and main'tenaee funds, 

Tentative allocations of estimated construction costs to pub- 
lic use for multiple-purpose projects in operation and under con- 
struction in the Arkansas, White, and Red River basins totaled 
$1,439,174. (See appendix 6,) These allocations are represented 
by facilities provided in excess of the minimum basic facilities 
installed for protection of the project area and accommodation of 
the visiting public, The costs of such milnimum facilities are in- 
cluded in the costs allocated to the major project functions. 

Construction costs allocated to public use a-re not reimburs- 
able; however, revenues are derived from privately developed con-= 
cessions and other recreational facilities, 

For fiscal year 1957, operation and maintenance expenses 
identifiable as recreation expense totaled $417p393e Because of 
differing methods of charging and allocating expenses at various 
projects, $158,161 of these expenses was distributed to purposes 
other than recreation, In addition, the $4179393 does not include 
all costs of operating and maintaining recreational facilities be- 
cause some of the projects do not allocate to recreation all ap- 
plicable expenses of real estate management, road maintenance, or 
general administration. 

1 See audit report to the Congress dated October 17, 1956, on "Re- 
view of Operation, Maintenance, and Administration of Recreational 
Facilities at Reservoir Progects, 
tions), 

Corps of Engineers (Civil Func- 
Department of the Army, January 1956." 
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Until the Corps of Engineers establishes a uniform procedure 
at all projects for allocatin g these costs to purposes, the total 
costs of operating and maintaining recreational facilities cannot 
be readily ascertained. 
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ACCOUNTING AND FINANCIAL POLICY 

The accounting systems in use by the'corps of Engineers 
(Civil Funotlons) and the Southwestern Power Administration are 
based on recognized accounting principles with the accounts for 
power operations maintained to the extent practicable in accord- 
ance with the uniform system of accounts prescribed for public 
utilities by the Federal Power Commission under the Federal Power 
Act (16 U,S.C. 825-b). 

The systems of both the Corps and the Administration are 
based on accrual accounting and distinguish between capital and 
revenue expenditures. Because the accounting systems have many 
similarities, comparable financial data for meaningful consoli- 
dated financial statements of assets and liabilities and results 
from operations can be obtained. Before the accounting records 
can show financial data with reasonable accuracy, however, policy 
decisions that are comparable and consistent between the agencies 
must be reaehed on cost-accounting practices, interest on Federal 
Investment in commercial power facilities, and depreciation on 
plant fn service. 

General agreement has been reached between the Corps of Engl-= 
neers,Department of the Interior, and the Federal Power Commission, 
and concurred in by the General Accounting Office, on the use of 
simple interest during construction and the proportionate method 
of accounting for the operation of joint facilities on multiple- 
purpose projects, The Corps of Engineers has reached decisions on 
certain other magor accounting and financial policies, but deci- 
sions have not been made thereon by the Department of the,Interior, 

COST-ACCOUNTING PRACTICES 

The Corps of Engineers does not bear the costs applicable to 
Its activities of administrative and other services rendered by 
other Federal agencies not assignable to projects pursuant to law 
or administrative policy. These services include (3) amounts for 
rentals and other services furnished without charge by General 
Services Administration and other Federal agencies, (2) death and 
disability claims on account of Corps employees paid by the Bureau 
of Employees * Compensation, Department of Labor, and (3) prior to 
July 1957, the Government's contribution to the Civil Service Re- 
tirement System applicable to Corps employees. Similarly, except 
for the inclusion of rentals on space furnished without charge by 
the General Services Administration, it Is not the policy of South- 
western Power Administration to include in its accounts amounts 
for administrative and other services rendered by other Federal 
agencies without charge. 

The costs of the Office of the Chief of Engineers and of dlvi- 
sion offices are paid from appropriations to the Corps for general 
expenses and are not distributed to construction, operation and 
maintenance, and other programs. 



Provisions for accrued annual leave df employees are included 
in property costs and,operating expenses by the Coppa of Engineers 
and Southwestern Power A~~n~st~at~on* 

Expenditures for prebiminary sumoveys and investigations are 
. included hn project costs by the Southwestern Power Administration 

but not by the Corps of Engineers. (See ppe 24 to 25) 

PROBLEMS RECJUIRING RESOLUTION 

In our current and prior audits, we noted certain inconsisten- 
cies and problems involving accounting and financial policy. Our 
comments and recommendations on these matters are included In this 
report under "Status of Principal Becommendations in Prior Reports"' 
(~~~15 to Z&and 28 to 3& The subJects covered are: 

1. Allocation to power and nonpower purposes of joint costs 
and expenses of operation, 

2. Provisions for depreciation of faoi18ties, 

3. Interest on the Federal investment, 

4. Status of repayment of the Government's investment allo- 
cated to power, 
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Our audit in the district offices of the Corps of Engineers 
having responsibility for water resourees development programs in 
the Arkansas, White, and Red River basins, and of the Southwestern 
Power Administration, included reviews of activities and selective 
examinations of financial. transactions in the following manner: 

1. We reviewed the basic laws authorizing the activities, and 
the pertinent legislative history, to ascertain the purposes of 
the activities and their intended scope. 

2. We ascertained the policies adopted by the Corps and the 
Administration and reviewed the policfes for conformance with 
basic legislation, 

3. We reviewed the procedures followed by employees of the 
Corps and the Administration to determine the effectiveness of the 
procedures. 

4. We did not make a detailed audit, but we examined selected 
transactions to the extent we deemed appropriate for the purposes 
of this report. Our examination was made with due regard for the 
nature and volume of transactions and the effectiveness of inter- 
nal control. We made our examination#at Southwestern Power Admin- 
lstration, Tulsa, Oklahoma, and at district offices of the Corps 
of Engineers located at Little Rock, Arkansas, New Orleans, Loui- 
siana, Tulsa, Oklahoma, and Vicksburg, Mississippi. For the pro+ 
ects administered by the district offices located at Albuquerque, 
New Mexico, Fort Worth, Texas,and Memphhs, Tennessee, our examina- 
tion was limited to a revkew of the data submitted by these dis- 
trict offices for inclusion in this report. 



The accompanying statement of assets and liabilities (sched- 
ule l), statements of power operations and nonpower operations 
(schedules 2 through 69, and statement of project costs and accum- 
ulated depreciation (schedule 7) are based on the accounting ret- 
ords of the Corps of Engineers and the Southwestern Power Admfnis- 
tration. These financial statements present on a combined basis 
the assets and liabilities of the water Fesources development pro- 
grams of the Corps of Engineers %a the Arkansas8 White, and Red 
River basins# fncludhng the Whftney Project, and of the Southwest- 
ern Power Administration, the power marketing agent, Because of 
changes in the accounting systems in use and programs extending 
from 1832, it is not possible to ascertain precisely the amounts 
expended in early years or whether such amounts have been included 
in the records of the Corps.of Engineers, 

In our opinion, the accompanying financial statements do not 
present fairly the financial position at June 30, 1951, and the 
financial results of operations for the fiscal year then ended9 
mainly for the conditions set forth below, the full effect of 
which cannot now be determined, 

1. A uniform policy has not been established by the Depart- 
ment of the Interior and the Corps of Engineers for com- 
puting interest on the Federal investment. The South- 
western Power Administration computes interest on the 
cost of electric plant in service and under construction 
at the end of the preceding fiscal year. Recognition is 
not given by the Administration to amounts repaid on the 
Federal investment, and none of the interest computed has 
been capitalized as interest during construction. The' 
district offices of the Corps have not been consistent In 
the computations of interest; also, the amount of Interest 
on the unrepa'id Federal investment is inaccurate because 
revenues from the sale of power are not recorded by the 
Corps. The interest charges cannot be,revised with any 
degree of accuracy until agreements are reached between 
the Department of the,Interior and the Corps of Engineers 
on the allocation of revenues to projects and the appbica- 
thon of project revenues to the Governmeat's investment. 

2, A uniform policy has not been e&tablitihet!/ by the Depart-' 
ment of the Interior and the Colps of Engineers for ye- 
cording depreciation of pl.ant, property, and equipment in 
service. The Southwestern Power Administration has made 
no provision for depreciation of l;and and land rights, 
clearing land and rights-of-way, and roads and trails. 
The district offices of the Corps have not been consistent 
in making provisions for depreciation; costs of land, land 
rights, relocations, and clearing have not been included 



in the base for computing depreciation; retroactive ad- 
justments for prior year deficient or unrecorded deprecf- 
ation are not made even though the amounts Involved may 
be significant, 

3. Agreement has not been reached between the Department of 
the Interior and the Corps of Engineers on allocation of 
annual joint operation and maintenance expenses to power 
and nonpower purposesb These allocations have been made 
by the Corps on the basis of the ratios of investment for 
each purpose to the total investment as determined by the 
district eogineers. 

4. Revenues received by the Corps of Engineers from the leas- 
ing of reservofr lands are treated as reductions of proj- 
ect operating expenses but have not been reduced by the 
amounts paid or payable to states in lieu of taxes. 
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,sCHEDULE$ 



t 
3 ‘ 

CORPS OF ENGINEERS (CIVIL FUNCTIONS? 

AND 

SOUTHWESTERN POWER ADmINISTRATION 

ARICANSAS, WiiITs, AND RED RIVER EAsl.NS 

WATER RESOURCES DEVEWPMENT PROGRAM (note 1) 

‘STAW OF Ass.m!.s AND LIAEILITm 

JmE 30. 195-7 

Southwestern 
corps Of Power Ad- 

AS-SETS Combined Engineers ministration 

PLANT, PROPERTY, AND EQUIPMENT: 
Multiple-purpose projects in service and 

under constxuctlon, including interest 
duurlnp construction of $lg,glO,&w 
(schedule 7) $36g,goo,682 $36g,goo,682 $ - 

Transmission lines, substations, and other 
electric plant In service, held for future 
use, and under constmctlon (schedule 7) 

less acemmlated depreclatlon (schedule7) 

Flood control FeservoIrs in service and un- 
der construction (schedule 7) 

Local protection projects, lmlUdlng levees, 
emergency bmk protection, and clearing 
and snagsing (schedule 7) 

Navigation projects in service or under con- 
stmction. including emergency bank etabl- 
libation and channel rectification on the 
Arimnsas Fciver and tributaries (sehedule7) 

ADVANCE PIANNINGON AWIXORIZRDPROJRCTS 
(schedule 7) 

Multiple-p&pose projects. i.ncluding power 
Flood control resemrolrs 
Local protection projects 
Navlgatlon facUitle5 projects 

Total plans and deal@ costs 

PRELIMIN~RP su~vms AND~TIGATIONS (note 6) 

CASH AND OTHER AssRTs: 
u ded funds in U.S. !l!reasurg (note 
sz%ii and trust funds on deuoslt (note 

7 
Q ) 

A&aunts receivable: 
- . 

Powercustcmers 
Other 

Accrued UtFZlty revenue 
Materials and supplies 
Prepayments. advances, and other debits 

Total cash andotheraasets 

24,OU.853 - 24,02l,853 

393,g22.535 
x9,651,754 

36g,goo,682 
16,284,226 

24,021,853 
3,367,528 

374,270,781 3531616,456 20,654,325 

162,626,~0 162,626,po - 

123,135,g18 ~&E&g18 - 

32,502,118 32,502,118 - 

692,535,127 671,880,802 20,654,325 

3,995*510 3,995,5lo - 

407,518 - 391,487 16,031 

$‘;gg 19,2@%303 
t , i$i$:%? 

3o,oo3,051 lg,5zz,38s 10,4E0,666 

$y~6,941.206 $6g5,mW34 $31,1&.022 

LIABILITIES 

Southwestern 
corps Of Power Ad- 

Combined Engineers minktration 

zL.NmsTMENT OF U.S. GOvERNbEN T  AND ACCUMUL4TP.D 

From general funds of the Treasury 
From receipts from the sale of power 

$71';@;$ $763,069,o9 $34,737,087 

Costs of property and services furnished by ' ' . 
13,638,032 

other Government agencies and others, net 
(note 9) 1,604,4g8 1,283,427 3=,071 

Interest on the Federal investment 
(note 10) 83,103,917 79,588,825 3.515,092 

L.535: 

Total investment of U.S. Gov- 
-ent 896,X2,628 843,941,346 52,u1.282 

Funds Feturned to U.S. Treasury 
(note 11): 

Repayment of Federal investment In 
power program 34rl6Ln3 474,571 33,687,142 

Repayment of Federal investment in 
nollpower pl-ograms 3,414,573 3,414,573 - 

Clrmulatl~e net-costs of nonpower pro- 
gram= (schedule 2) llO.747,020 110,747,020 - 

Total deductions 148,323,306 114,636,164 33,687,142 

747.829.322 729,305,182 18,524,140 

Iess cumulative net loss from power opem- 
tlons (schedule 3) 27,798,482 39.889,007 -12,0g0,525 

_ Net investment of U.S. Govern- 
ment 720,030,@+0 689,416,175 30.614.665 

CURRENT AND ACCRGED CCABILITIES: 
Accounts payable 
Baployees' acclved leave (note 12) 
Other current acoxued liabilities 

Tolal current and accrued lla- 
bilrities 5,Q47.w9 4.956091 5x),9181 

COlFl'NJBUTIONS IN AID OF CONSTRUCTION 
(note 13) 1a433.357 1,417,918 15.43sl 

i3 
TC'l!AL LIABmIES AND INVES- OF U.S.GOV- 

'p it?RmEN $726,941.206 $695,7go,z34 $31.151.0221 2 
t !  



SCHEDULE 2 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

AND 

SOUTHWESTERN POWER ADMINISTRATION 

ARKANSAS, WHITE, AND RED RIVER BASINS 

WATER RESOURCES DEVELOPMENT PROGRAM (note 1) 

STATEMENT OF NET COSTS OF POWER AND NONPOWER OPERATIONS 

FOR THE FISCAL YEAR ENDED JUNE 30, 1957 

AND CUMULATIVE NET COSTS TO JUNE 30, 1957 

Cumulative Cumulative 
to Fiscal Prior year to 

June 30, adjustments June 30, 
.2z22i 

year 
.i!zLz (note 14) .i!z22z 

REVENUE-PRODUCING 
PROGRAM: 

Power (sched- 
ule 3) @!&_864~05.2 s 29q4,%070 L...,<&~ 27..¶72.&482 '9B ccL b=-cz.z=zG =;;r-,& =-cs=z 

NON REVENUE-PRO- 
DUCING PROGRAMS 

Navigation 
Recreation 

'$53 198 910 "13JW;,;S.; $19,19;$3; $ ;;,;;L;;,” 
21;854;130 

942,489 259:232 3831693 1;585:4J4 
Streamflow 

regulation 215,532 118,546 78,458 - 42,2_l_r;3J 

Total i&.&s 2 1 Q&5 @.2.&!3.&3 ~~J47,020 ---,z=L,3;i=. 

The accompanying explanatory notes and comments to financial 
statements on pages 89 through 1~3 are an integral part of this 
schedule. 



CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

AND 

SOUTHWESTERN POWER ADMINISTRATICN 

AKkNSPS,NHITE.P.NDHRDRIVERBASINS 

WATER RESOURCES D!ZVELOPMENT PROGRAM (note i) 

STATEMENT SHOXLNG RESULTS FROM POWEFt OPERRTIONS 

FOR TJiE FISCAL YEAR ENDED JUNE 30, 1957 

AXD CUMULATIVE NET LOSS TO JUNE 30, i957 

OPERATING REVTXJE (note 15): 
saies Of electric eneryy 
Other revenues 

Total operating revenues 

Southwestern Corps Of ~xxeers (Ccvil Fmctions) 
Power Fort Tenknier BUll Blakely 

Combined AdmInistration Total Gibson Ferry Shoals NOI-fdii Nountain Denison Narrora --- irAtr.ej- - - 

8 8,7%>$: $ 8,75;,;;: $ -- 8 - $ - $ - 5 - $ - 8 - S - 3 - 
J , - - - - v - - 

8,7%,290 8,756,290 - A d A A A A A 

OPERATING EXPENSES: 
Purchased power 3,665,819 3,668w - 
Generation-ezqaense: - 

Specific power facilities 817,349 - &',% fz56: 59.016 12w 124,434 ~~~~“,’ 147,342 72,243 9,404 
Joint facilities (note 16) 9 I 16.775 > 25, i63 > 51,8&2 20,923 7,500 

Transmission expense 
- supervision and adnitistration (note 16) 79,730 17,156 10,907 14,605 9,167 : 21,630 86,278 ?,24j 

Pr+>vlsicn for depreciatlm (zote 3) 2,030,714 257,726 208.027 547,469 207,197 334,400 246,268 143.349 

Total operating expenses 11,742,687 8,559,11t6 3,183,541 3@6,5Oi 294.725 762,034 365,961 475,890 467,052 1'79 i&l 
 ̂ c 2ji,O90 

Excess Of operatwg expenses over PeYenueQ 29986,397 -197,144 3~83,541 386.501 294.721 475,896 467,062 i79,24 251,asa 762,034 365,96i 

Ih'TERESTANDOTHERDEDUCTIONS: 
Lnterest on the Federa &vestment 

(note 10) 
Nonoperatiq eqenae (-income), net 

(note 11) 

Total interest and other de- 
ductions 

Net loss for fiscal yeear 1957 

5,030,968 ss9,5~ 4,441,460 453.744 332.836 1,299,190 490.522 634,323 820,608 176,350 233,207 

-68,295 -1,338 &6,9n A A -38,369 -12,255 11,032 -i,808 -LO, jl3 
.-. 

43962,673 588;lgo 43374,483 453.744 332,836 l,ZO,821 478,267 633.291 820,685 175,142 222,w 

7,w9.070 391,046 7,558,024 840,245 627,561 2,022,855 W,228 1,100,187 1,287.i70 3~.585 474 s jg2 

CIJMLTLA~ NET LOSS ON POWER OPERRTIONS To JIJm 30, lb,0 19,8@wJ55 -12,444,301 32.308,356 3J9S.264 1,073.OW 5,828.986 6,818,474 858,43 30,222,325 2.c59.725 :,445.065 

PRIOR YEAR ADJIJS~S (note 14) -14,643 -37,270 22,627 -1,750 -1,036 1,515 -3,304 - 70,55c -5.g23 -37,826 

CUMULATIVR NET LOSS ON POXZR OPERATIONS 
To JUNZ 30, , i io scheaale i $27,7%,482 -$12,090,52j $3g,88g,OW ;4,036,759 :2,4??,599 ,%7,853,357 $7,659,398 $1,%4.630 $~.j~;.;?: $&4SS,:82 $:,.?%,831 8 

--- 

- 
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CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

AND 

SOUTHKESTERN POYER ADMINISTRATION 

ARKANSAS, WHITE, AND RHD RIVER BASINS 

WATER RESOURCES DEVELOPMENT PROGRAM (note 1) 

STATEMENT SHOWING NET COST OF FLOOD CONTROL OPERATIONS 

FOR THE FISCAL YEAR ENDED JLTNE 30, 1957, AND CUMULATIVE NET COST TO J0NE 30, 195-i 

Total 

Whitney 

CORPS OF ENGINEERS: 
Multiple-purpose projects including power: 

Fort Gibson 
Tenkiller Ferry 
Bull Shoals 
Norfork 
Blakely Mountain 
Denison 
N&-rows 

Flood control reservoir projects 

Total 

Local protection and other flood control operations: 
Operations and maintenance and repairs 
Examinations, surveys and hydrologic studies 

(note 6) 
Inspection of local flood control 
Scheduling of flood controi operations 
Extraordinary operations--flood emergency measures 

and rehabilitation of dikes and levees damaged 
through floods (note 6) 

Combined Cumulative to June 30, 1957--by basin 
Prior year- Cumulative ::ot 

Fiscal adjustments 
(note 14) 

to June 30, Arkansas 'White Red identified 
ye= 1957 1557 River Rlver River as to basin 

$ ;,'2,;;6' $ 3,;;1',;2; $ 4,806,266 

1,134:624 -1z516 
.y9p~ 

l&50:57; ;gJg? 
3,304 6:66&W 

14,185,616 -282 19,350,150 1,46g,867 

307,756 -5,743 2,161,625 

5,298,294 183133,054 42,434,768 

584,514 -31.900 8,063,481 

5,882,8o8 18,101,154 50,49a,249 

358,715 -270,147 99139,533 

3a2732%: 49:u$;5 53836,560 

3:437 
25,136 
11,871 

3,200,708 933,079 16,533,002 

6,838,982 1,160,828 31.546,102 

=,7a,790 lg,261,g82 82,044,351 

1,004,729 44,593 4,078,467 

$13,726,519 $w,w7,389 $86,122,818 

s yQ;>g $ - 
9 J 6,184,017 

6,662,944 

6,606,165 12,846,961 

79251,757 406,091 

13,85'?,922 13,253,052 

4,667,639 607,787 

2,660,790 2,100,314 4,155,x4 7,616,824 

8,616,714 2,793,aao 8,oj4,429 x,o81,o7g 

$22,474,636 $16,o46,gy $31,441,702 $xz,o81,07g 

$ - 

1,469,867 
19,350,150 

2,161,625 

22,983,642 

405,633 

23,387,275 

3,864,107 

35,248 4,445,2&a 
7,133 

11,871 

The accompanying explanatory notes and comments to~financial statements on pages 89 through 103 are an Integral psrt of this schedule. 



SCHEDULE 5 

I . 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

AND 

SOUTHWESTERN POWER ADMINISTRATION 

ARKANSAS, WHITE, AND RED RIVER BASINS 

WATER RESOURCES DEVELOPMENT PROGRAM (note 1) 

STATEMENT SHOWING NET COST OF NAVIGATION OPERATIONS 

FOR THE FISCAL YEAR ENDED JUNE 30, 1957 

AND CUMULATIVE NET COST TO JUNE 30, 1957 

ARKANSAS RIVER BASIN: 
Navigation and bank stablllzatlon: 

Mouth to Fort Smith, Ark. 
Wilsons Rock to Fort Smith, Ark, 

Total 

Inactive--Arkansas River 

Total Arkansas River basin 

WHITE RIVER BASIN: 
Inactive: 

Black River> Ark. and MO. 
Current River, Ark. and MO, 
Upper White River, Ark. 
Lower White River, Ark. 

Total White River basin -300 

RED RIVER BASIN: 
Navigation and bank stabilization: 

Cypress Bayou and Waterway between 
Jefferson, Tex. and Shreveport, 
La. 

Cuachita and Black Rivers, Ark. and 

Ref;al&.ver below Fulton, Ark. 

Total 708,117 

Inactive: 
Bayous D'Arbonne and Corney, La, 
Boeuf River, La. 
Saline River4 Ark. 
Tensas River and Bayou Macon, L8.. 

Total Red River basin 708,117 

Total $&286 -Z 

Prior 
year 

Fiscal adjust- Cumu::tive 

60,469 

658,222 

3,833 2,:273; 2 
a,36o,m 

3,833 41718,608 

L 389,006 

11,645,658 
1,923,426 

a3,958,wo 

37,804 
103,737 

12,792 
' e 85,352 

14,197,775 

$ 3,076,294 
151,404 

3,227,698 
482,168 

3,7ov,866 

$3 833 $22,626,249 r~..-----"-;;;;~ -L-- , 
The accompanying explanatory notes and oomments to financial statements on 
Igwes 89 through 203 are an integral part of this suhedule, 



SCHEDULE 6 

CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

AND 

SOUTHWESTERN POWER ADMINISTRATION 

ARKANSAS, WHITE, AND RED RIVER BASINS 

WATER RESOURCES DEVELOPMENT PROGRAM (note 1) 

STATEMENT OF EXPENSES--ML&TIPLE-PURPOSE PROJECTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 1951 

Credits to 
cpcirations 

and oon- 
operating 

incolne 
(note 11) 

Supervlalo" Prcvi0ion 
and edmin- for 

istrative 
(note 16) 

depreoiation 
kEELa 

Interest on 
the Pederal 
investment 

("Oh 10) 

d 
61,014 
32,351 

1,134,939 94,165 

614,469 

10,664 
18,256 

20,920 

Joint 
faailities 

(note 16) 
SpeclPio 

ocata 
Net 

expense 

8 gyf1; 

561545 

1,790,763 56,106 171,090 36,926 

627,561 
4;;,;736 

1,063,474 

16,775 
21,237 

A 

38,012 

46>247 
54,994 

101,241 

25,163 
44,733 

69 896 A 

60,851 
65 890 ---A.-- 

126,741 

::g:$g; :;t;: 
7_ 3:909 

3,092,104 95,226 

20,923 
711,271 

95,194 

474,592 
1,004,729 

2 ,953 
11 4 ,546 

1,625,fl20 

7.900 
25,986 

3 364 - 

37,250 

Projeot and purpose 

FORT (IIBSON: 
PCWCr 
Flood control 
Reoreatlc" 

Total 

TENKILLER FERRY: 
Power 
Flood ccntroa 
Reoreatlon 

Total 

BULL SHOALS! 
PCWBF 
Flood control 

Total 

$ 17,156 
19.770 

59,016 

3~:~% 

208,027 
105,!49 A 

24,716 317,113 

14,605 
17,407 

32,092 857,667 

9,167 
lb.296 

25,463 3CbJ356 

12,255 
21,786 

34,041 

98,084 

155,979 

124,434 
2,016 

126,450 

80,645 

NORFOFX : 
Power 

Flood Control 

Total 

BLAKELY MOUNTAIN: 
Power 
Flood control 

4,032 
5,376 

. !,,4OO 

820,GDR 
l,"'p$ 

2,226,517 

17f~.350 
180,339 

357,289 

Total 80,645 397,000 

246.268 
293,221 

31,y18 - 

DENISON: 
Power 
Flood Control 
Recreation 

288,482 

:i c:: 
20:416 

58.516 Total 571.407 

OGg 
9, 5 

145,A83 

NARROWS: 
----Sizer 

Flood control 
72,243 

72,243 

94,404 

:;:g 

Total 

WHITNEY! 
Power 
Flood oontrol 
Recreation 
Streamrlow regulntioo 

Total 

TOTAL FOR ALL MULTIPLE-PURPOSE 
PROYFP. 

Fowur"~flched"le 3) 
Plood control (sohodule 4) 
Reoreatlor~ (oohedule 2) 
Straamrlow re ulatlon 

(schedule 27 

Total 

6,245 
26.539 

2;659 

.m 136,058 1,102,457 

0;; I:;; 233:267 LO 7 e,,71 ,710 2,030,714 r 20, 16 l,'$v& ,I 







CORPS OF ENGINEERS (CIVIL FUNCTIONS) 

. 

S~~~~~STER~ POWER ADMINISTRATION 

WATER RESOURCES DEVELOPMENT PROGRAM 

LANATORY NOTES AND COMMENTS ON THE FINANCIAL STATEMENTS 

The financial statements include the transactfbons secordsd 
by the Csrps of Engflaeea?s (Civfl Functions) for the water re.. 
smmoes ig_evelopment program in ti?e Arkansas, White, and Red River 
basins an8 of the power mark.et3.mg agent, the Southwestern Power Ad- 
min$stration, an agency in the Department of the Interior. Also 
included f$n the financial statements ape the transactions of the 
Whitney ProJecti, cm the B31"azos River, Texas, as the energy gener- 
ated at this proQe~% is marketed by the Southwestern Power Admin- 
fstration, Schedule "7 lists the projects included, 

The financial statements also include transactions resulting 
~RXII emergency flood eontro% operations, scheduling of flood con.- 
fxol oper?ations, anijl examinations, surveys, and hydrologic studies 
Wkf@h in park apse not idlent%fiab%e,as to basin, 

Expenditures have been made by the Corps of Engineers fop ad- 
vance planning and fop acquisition of land at the Pensacola am?d 
Markham Ferry Projects and are included in this repopt under flood 
ca11trol progects, The Grand RBver rjam Authority, an Oklahoma 
Stats Conservation and Reclamation Dfstnafct, constmcted and %s OP- 
enaating the Pensaco3.a Project and fs authoPfzed to construct the 
lktrkham POTTY P~gect for f'food contY"ol and hydroelectric pov~er, 
Flood eontpol storage in the Pensacola Progect is operated by the 
Grand Rlve:r Dam Authorfty under the direction of the Corps of En- 
gineers e When completed, the flood contzol storage of the Markham 
Ferry Pmgect wiE1 be operated as a unit in the comprehensive plan 
for fbmd cants08 %n the Arkansas Biver basin. 

ExpendBtupes have been made by the Corps of Engineers for ad- 
vancx planning of the Webbers FaXLs Project which is included in 
this report as a navigation resemoina since the power feature, 
orig%nalby authorized with navigation, has been deferred, 

The Bureau of Reclamation has constructed three projects in 
the A~"kansas River basin, Except for the Corps* contribution of 
$l~l'j~oOOQ for the construot%on of flood control features in the 
w, e, Austbn Pro ect (Abtus-Luger% flood control reservoir), the 
costs of these pro~eets are not Sncluded in the financial state- 
ments at dune JO) 1gyjL These pmgectx3, the estimated construction 



oosts 8 d the allocation of the estbnated construction costs 
wejt"e noted fn our previous repoPt to the congress dated March ag, 
1957 (pe 96), and are agaln summarized below: 

Deite of original au- 
thorization June 289 1938 

~5t~mate~ cost of or%g- 
inal projecit $ 5,600,ooo 

Estimated constawctbton 
cim3ts or projectt 9812 g 686 ) 1.63 

AP%ocation of esti- 
mabted construction 
cest5 L 

Errigat3.on &~0,036,811 
MunecBpal'water 

SWP%Y 1s080,000 
FPsod control 1~1~0,000 
Fish and wildlife 

oonservat%on 

Total $12,246,8u 

$ 8,155,OOO 

$16) 149,182 

W&7%082 $2,4gO,680 

G,ooo 

198,000 

#2,74'),&30' -- 
The pxwject constptnction costs allocated to irrigation and munic- 
ipaP watey1 supp1y purposes are reimbursable to the United Stat@8 
Government, 
($28,001,573) 

However, of the total amount allocated to irrigation 
for the three projects, $18,969,396 is nonrecoverabl@ 

as a result of limitations placed by the Congress on repayments, 

Amounts for plant bn service and eonstructfon work in ppog- 
lpess are stated at cost to the Corps of Eng%neers and Southwesterw 
Power ~drn~~~st~~t~o~ ollp at appraised value for property trans- 
ferrec2, 

None of the interest on investment by the United StatEsa Oov~ 
e~mearat in the Southwestern Power Administration has been chargl;sd 
to pEalrat, property, and equipment accounts as interest dur$ng eon- 
struction; all has been charged to operations, (See p. 99) 

DepkecfaH.on of the mu%tip%e-purpose projeets hn ope~~atf~a~l by 
cwps of Engineers fn the Arkansas, White, and Bad K$avar basins 
eeas computed on the straight4Ane method, with se11yvio@ Zi.~es 



based on enghneer%ng studies, except that no item of property has 
been assigned a service life fn excess of 100 years* Costs of 
land, 3.ana rights 8 Pelo~athons) and olearing are not included in 
the base for computing depred.ation, Prior to fiscal year X95& 
an estimated salvage value of 3.0 percent of cost had been deducted 
in determining &he base for depreciation on the Bull Shoals and 
Morfork Projee%s, Although this prooedure was changed, no adjust- 
me~lt was recorded fsr salvage value considered in prior years in 
oc9mpuCing depreciation, 

The inlE%fal date for depreciation of facilities has not been 
cm the same basis lsn all casese At the DenUon, Bull Shoals, and 
No%"for~k ProjecAs) depreeia%ion commenced on the date the final gen- 
ex+atox* came in$o service, For the other projects, depreciation 
commenced at a date between the placing in service of the first 
and last generators representing about the average in-service date 
few t&e ind%vidual project, 

The provIsion for depreciation on joint facllitles has been 
aXlocated to power and nonpower purposes in the same proportion as 
the related property costs@ 

. 
Ac~umuSbated depreciation at June 30, 1957, on the electric 

plant of the Southwestern Power Administration comprised: 

Transmission plant 
General plant 

9639;;;978;3 
9 

Total $-&36&,528 - 
During fiscal year 1957, the Administration charged operations 
$662,916 for deprecPat4on and amortization, represented b provi- 
sfon on transmission plant, Qi;6k3s809, and general plant, i %9,10.7, 

The Administration has made no provisions for depreciation or 
amortfzaM.on on land and land rights, clearing land and rlbghts-of- 
way, and roads and %ra%ls, 

Expenditures from appropriatilons for flood control--Missis- 
s%pp% River and %rfbutari.es-- have been made at the followfng loca- 
tiC%G B 

Arkansas River--From Hopedafe, Arkansas (mile 241, to Pine Bluff, 
Arkansas (mile 97). Work consists principally of 
pile dikes, board revetments, rock dikes, and 
rfprap. North and south bank levees extending 60 
miles along the north bank between Tucker and 
Gillett, Arkansas,, and 86 miles along the south 
bank below Pine Bluff, Arkansass 
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White River --Backwater levee system along the east bank. Local 
protect&on work at DeValls Bluff and Des Arc, 
Arkansas9 and a levee from Augusta to Clarendon, 
Arkansas o 

L Red River --South bank and backwater levees and drainage struc- 
tures B Other improvements at Jonesville and 
BawcomvUle, Louisiana, and in the Boeuf and Tensas 
Basins, Arkansas and Louisiana. 

50 

The Corps prepares des%gns of features, firm estimates of 
oosts, and oonstruotion schedules in advance of actual construc- 
tion of authorized project& Costs relating to these activities 
are identif$ed with the project and are included in total costs, 

A% June 30, 1957, costs totaling $3,994,510 classified as ad- 
vance planning had been incurred by the Corps on 3 projects that 
presently enolude power as a purpose9 3.5 reservoir projects, 7 lo- 
cal flood control protection works, and 4 navigation proJects. In 
f3.scal year 1957, the Corps expended $744,465 for advance planning. 

c: 
Funds were provided in fiscal year 1958 for initiating con- 

struction of the Walnut Bayou9 Arkansas, local flood control proj- 
ect, 

Planning money was provided in fiscal year 1958 for the fol- 
bowing projects 3 

Arkansas River and tributaries--bank stabilization 
DeGray Reservoir 
Quach%ta and Blaok Rivers 
Beaver Reservoir 
Council Grove Reservoir 
Elk City Reservoir 
Strawn BeservoSr 
Enid, Oklahoma, local protection 

Cumulative oosts of preliminary surveys and lnvestlgatlons 
are shown in the records of the Corps of Engineers as follows: 
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District 
office 

Vicksburg 

Total River River River 

4y; 9B $ w 
u 3,268 - 

52,204 
69,&o 
32,141 

$28,988 $53,472 $101,211 -- 

Completed 
and charged 

to non- 
reimbursable 

costs 

$ 867,728 
3,682,312 
1,452,806 

2, 3 , 
,;7;m; 

$14,532,654 

aArkansas-White-Bed Basins Inter-Agency Committee expense* Not 
identified by bas%n, 

c 
Under Corps accoun%ing procedures, the costs incurred In mak- 

fng preliminary surveys and investigations are not included in the 
final cost of the progect; accordingly, the above tabulation ln- 
eludes costs incurred in connection with many of the multipllle- 
purpose and si.ngPe-purpose dams and reservoirs in the accompanying 
financial statements, 

-. 

Dur3.ng fiscal year 1957a the Corps accounting procedure in 
oonnection with the recording of preliminary surveys and, Rnvestfga- 
tions ccsts was changed from retaining such costs In the %n- 
progress accoun% pending final disposition of the proJect to writ- 
ing off %he costs to nonreimbursable costs as soon as al1 costs 
for a survey have been Incurred. During fiscal year 1957, costs 
%o%abMg $135,400 were incurred by the Cor s for prelimfnary sur- 
veys and investigations, Of %h%s amount9 f 27,800 was wrItten off 
$0 nonreImbursable costs, In addilt9on to this amount, the Corps 
wro%e off to nonreimbursable costs, during 1957# Q1;6,274,700 ln- 
curred prior to fiscal year 1957* These amounts have been in- 
eluded. ln schedule 4 as @'local protection and other flood control 
operat$om*~ incurred dur%ng fiscal year 1957* 

The Corps of Engineers was represented on the Arkansas-Whfte- 
Red Basins Inter-Agency Commi%tee formed for the purpose of devel- 
oping and integrating the plans for the improvement of the Arkan- 
sas, Whfa%e, and Red River basins, The costs of the Corps of En- 
gineers for theIr.participation In this committee are classified 
in the accoMnts as followst 
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Preliminary surveys and 
lnvestigi.3tlons: 

Vicksburg District 

Nonrefmbursable costs: 
Albuquerque District 
Little Rock District 
Memphis District 
New Orleans District 
Tulsa District 

Total $29695,679 

8 205,816 

416,m 
3gs;g; 

2411182 
1,463,66x 

2,489,863 

SWPA preliminary survey and Investigation costs of $16,031 at 
June 30a 1957, were incurred in connectfon with system engineering 
surveys * 

Unexpended funds in accounts with the United States Treasury 
and with disbursing'officers at June 30, 1957, are classified as 
follows: 

Corps of Engineers: 
COnstruction 
Operation and maintenance 
Mlsslsslppi River and trlbutarles 
Preliminary surveys and 1nvestlgatlonS 
Contributed funds 
General expense 

Total 

Southwestern Power Admtiistratlont 
Construotion 
Operation and maintenance 
Continuing fund 
Special deposits for payment Of Sp?Oifio 

liabilltlm 

Total 

Cash 
balances 

Available for 
Liquidation 

Payment of of 
liabilltles obligations ObllQ;atlon 

Not 
available 

$l9,208,7OJ $4,952.391 $6.486~696 ?i!.768.368 km.-- 846 

% 810,976 ff 4,076 8 
3,:;:::;: 36::% 

33$+x; 9b 470,405 8 -’ 30;,000 
336,142 

2,690,038a 

~ 27,315 27,315 - 

$ 4,538,04x $ 402,594 tj 738.864 $ 770.405 qb3,026,18o -- 

aThe amount of $2,690,038 Is not avallable for current operating expenses. However, these funds are avail- 
able to pay claims arising under certain prior year contracts with generating and tIWX3UIiSSiOn OooperatiVeE. 

(See pp- 48 and 49.1 

Funds approp?$ated to the Corps of Engineers (Civil Functions) 
for flood control--Mississippi Rives and tributaries, preliminary 
surveys and investigations, construction, operation and malnte- 
nance$ and contributed funds are available until expended. Gen- 
eHsab expense funds are available for obligation only in the year 
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appropriated, Funds appropriated to the Southwestern Power Ad- 
ministration for construction ape available until expended, but, 
for operation and maintenance, the funds may be obligated only In 
the yeap for which the funds are appropriated, 

The contlznxing fund fn the United States Treasury for South- 
western Powers Admin%stratlon is derived fkom receipts fop sale of 
electric energy, This fund is. comprised of (I) $300,000 which is 
avaIZab.Xe for obligation for emergency expenses without 18mitat;ion 
and (2) such amounts as may be tippropriated by the Congress for 

b puachase of power and rentals of transmission faclfities, These 
amounts are available for obligation only In the year for whflch 
appropriated but remain avallable until afl obllgatlons incurred 
are liqu2datede 

Allotments (net) by the Corps of Engineers of congressional 
appropriations for construction and operation and maintenance to 
mu%t%ple-purpose projects Including power, flood control projects, 
locaP protection projects, and. navlgatlon facilities In the Arkan- 
sas, White, and Red River basins, lncludfng the Whitney Project, 
to June 309 1957, have been as follows: 

Total 

Operation M;"l;f~Q';l General 
and lnvestl- General 

Construction maintenance tributaries Bations expenses 

Multiple-purpose proJects, in- 
cluding power, and basin: 

DardanelLe, Arkansas 
Eufaula, Arkansas 
Fort Gibson, Arkansas 
Short Mount&in,ArkanSaS 

(note a) 
Tenkiller Ferry, Arkansas 
Beaver, White (note a) 
Bull Shoals, White 
Greers Ferry, White 
Norfork, White 
Table Bock, White 
Blakely Mountain, Red 
DeGray, Red (note a) 
Den&on, Red 
Narrows s Red 
Whitney, Brazoos River 

Flood control reservoirs 
Other flood co'ltrol works 
Navigation 

68,000 
22,922,084 

275,000 
76,710,601 

1,145,208 
31,332,000 
35,314,OO6 
31,4;;,;09; 
66,634:450 
13,930,900 
41,277,638 

180,198,509 
157,826,713 

57.266.158 

68,000 
22,;,1;,;0,,' 

75,222:OOO 
1,145,208 

28,59 400 
2I 35,3l ,006 

30,@&,;;; 

61,659:052 
12,641,OOO 
409385,555 

171,191,226 
6;,~4;,~% 
3.3,5 

79k3l5 
1,48i,601 

2173'3,600 

58;,292 

I;,;;$;;; 
'092:083 

a,9759779 
9,502,033 

22,6-jO.o02 
77,5O5,64O 

l&564 

31,504 
g,894,325b 278,YOB 

Summary Total Arkansas White 
Not Fdentl- 

Red fled by basin - 
Multiple-purpose projects 8326,500,076 $ 69,631,211 1X44,776,815 $112,092,050 t - 

Fl.ood control reservoir projects 180,198,509 119,801,820 10,851,656 Other flood control prefects 157,826,713 ;;$478,4;4 14,194,768 15,564,787 
, Navigation proJects 57,266,158 5.9911752 

Total Arkansas, Whlte, and 
Red River basins 721,791,456 $284,979,432 $175.814.991 8245.432.246 $m 

Whitney ProJect, Brazes River 41.277.630 

Total $763,069,094 

aAdvanoe planning. 

bInoludes $2,742,661 allotted for Arkansas-White-Bed Basins Inter-Agency Committee Investigation. 



Amounts for Short Mountain, Beaveqand DeGray Projects were 
expended prfnclpally for engineering studies and investigations 
pz?eflmlnary to preparation of contract plans and specifications In 
advance of actual construction, 

Amounts provided by the Congress for preliminary surveys and 
investigations from appropriations for general Investigations are 
included in the above tabulation, but such costs do not become a 
part of the cost of the projects when constructed. 

Corps 
Allotments, net of revocations, from appropriations to the 

of Engineers in the Public Works Appropriation Act, Il.957 
(70 Stat, 474, 479)a were made by the Chief of Engineers to proj- 
ects in the Arkansas, White, and Red River basins, including the 
Whitney Project, as follows: 

Project and purpose Total 

. 

blultiple-purpose including power: 
Dardanelle 
Eufaula 
Fort Gibson 
Tenkiller Ferry 
Beaver 
Bull Shoals 
Greers Ferry 
Norfork 
Table Bock 
Blakely Mountain 
DeGray 
Denison 
Narrows 
Whitney 

Flood control I-eservolrs (27) 

-132,900 
750,000 
211,565 

14,663,OOO 
208,900 
20,000 

1,563,4"0 
m"s"s 

15,o13:aoo 
Other flood control: 

Local protection 4,097,425 
Emergency operations 
Flood control reservoir operations 

30:,;;; 
¶ 

Mississippi River tributary 
improvements 3,080,617 

Navigation 4,004,000 
General and special investigations: 

Flood control 175,680 

Total $46,813,839 

Con- 
struction 

$ 524,000 
1,285;OOO 

6,896 
250,000 

-416,400 
75o;ooo 

2,765 
14,66$g 

e 

20;ooo 
1,111,ooo 

-29,345 
14,167,700 

2,865,OOO 
3,272,OOO 

Operation 
ana 

maintenance other 

$ 96 - - 
270,400 - 
16o,goo - 

28;,500 : 

2Oi,800 : 

207,500 :: 

g,;g : 

212:ooo I 
846,100 - 

181,246 - 
31;,:;; - 

¶ 
215,617 - 
732,000 - 

3,680 

#42,385,150 $4,253,009 $175,680 

Appropriations by the Congress to the Southwestern Power AtI- 
ministration from general funds of the Treasury for the transmls- 
sion and marketing of energy generated from multiple-purpose proj- 
ects in Arkansas, White, and Red River basins, including the 
Whitney Project, ,to June 30, 1957, me as follows: 



Construction 
Operation and maintenance 

Total appropriations 38,126,712 

Less rescinded and lapsed 
appropriations and appro- 
priation transfers A389,625 

Total $34,737,087 

The Public Works Appro riation Act, 1957 (70 Stat, 474), in- 0 
eluded an appropriation of P l,OOO,OOO to Southwestern Power Admin- 
ist;pa%ion for operation and maintenance, 

In addition to the above amounts, a continuing fund of 
$300,000 fn the United States Treasury for Southwestern Power Ad- 
m.inistrat$on was authorized by the First Supplemental NatfonaL De- 
fense Appropriation Act, 1944 (57 Stat, 611, 621), and the Inte- 
~Lsr Department AppropriaMon Act, 1950 (16 U.S,C, 825~~11, ts be 
derived from recefpts for sale of electric energy, This fund was 
established to defray emergency expenses necespary to insure con- 
t%muous operataon and for the purchase of power and rentals of 
transmission fac$lfties, The Interior Department Appropriation 
AGO, 1952 (65 Stat, 2481, limited expenditures for the purchase of 
the power and rental of transmission facilities to amounts ap- 
proved in annual appropriation acts. 

The Public Works Appropriation Act, 1957, authorized 
$6,4OO,OOO to be available for expenditure from the contfnuing 
fund in fiscal year 1957.for the purchase of power and rental of 
fac%lities, The Admfnistration retained power receipts totaling 
$6,449,373 in fiscal year 1957 and made no transfer to the General 
Fund Receipt Account in the United States Treasury* Of the Fe- 
ceipts retained, $6 400,000 was transferred to the continufng fund 
and the balance of & 49,373 remained in the Special and Trust Funds 
on Deposit account which totaled $4,703,687 at June 30, %957* Ex- 
pend%tures from the continuing fund during fiscal year 1957 to- 
taled $4,go6,g7& 

At June 30, 1957, receipts from sale of electric energy 
transferred to the continuing fund were applied as follows: 

Purchase of power and rentals for 
the use of transmi.ssion facilities: 

To June 30, 1956 
Fiscal year 1957 

8 pg9;;; 
9 9 

Expenses to Insure continuous operations 78,766 

Unexpended balance 

Total $13,638,032' 



9. 

Costs of equipment, materials and supplies, and services 
transferred to or from other projects within the Corps or other 
Federal or state agencies and private Individuals without a trans- 
fer of funds are recorded by the Corps and the Administration as 
part of the investment of the United States Government. 

At June 30, 3.95;9s these transfers were as follows: 

Corps of Engineers: 
Table Rock $1,406,088 

Denison Bull Shoals -163967 2 91,28 
Norfork -83,265 
Blue Mountain 51,144 
Fort Gibson -22,710 
Whitney -5,743 
Other 10,302 -7 $1,283,427 

Southwestern Power Administration 3&071 

Total #1,604,4g8 

Amounts included in the above tabulation relating to the Corps 
represent the excess of the cost of materials and supplies fur- 
nished by the projects without a transfer of funds. The amount 
shown for the Table Rock Project represents contractor's earnings 
in excess of the amount available for expenditure at June 30, 1957. 
The contractor had continued construction work at his own risk 
after being notified that funds for fiscal year 1957 construction 
work at Table Rock had been exhausted in I'4ay 1957. The contractor 
was paid for this work after June 301 1957, from funds appropri- 
ated under the Public Works Appropriation Act, 1958 (71 Stat. 416, 
417). The amount shown for the Denison Project is represented by 
the transfer of the Denfson-Payne transmission line to South- 
western Power Administration in 1952, 

The balance shown for the Southwestern Power Administration 
includes the transfer of the Denison-Payne transmission line, 
rents for space paid by the General Services Administration, and 
these amounts reduced by transfers from the Administration to Fed- 
eral. and state agencies, 

PO, Interest on the Federal. investment 

Amounts recorded by the Corps of Engineers as interest on the 
Federal investment at June 30p 1957,, have been allocated as fol- 
lows: 
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, 

Interest Interest charged to operations 
durhg Power Nonpower 

Basin end project Total constructJ.on Together program programs 

Arkansas River basin: 
Fort Gbbson 9k $ $ 96 @ 
Tenkiller Ferry ;s;w",s;~; s 62:463 ;¶;w;¶E; ' 62:463 g,",;;,',x 8 8 y;;,;;; 3 8 ;¶;g¶J;; ¶ 8 
Dardanelle 
Eufaula 237,321 237,321 

White River basin: 
Bull Shoals 14,220,992 4,398,ooo 9,822,992 4,845,469 48977,523 
Norf ork 10,897,991 1,530,OOO 9,367,991 4,5w+58 4,787,533 
Greess Ferry 68,422 68,422 
Table Rock b,381,505 1,381,505 

Bed River basin: 
Bfakely Mountain 4,301,092 2,284,699 2,016,393 906,355 
Denison 25,148,070 1,985,833 23,162,237 

;,p; 
15,500,710 

Narrows 2,774,lOO 412,973 2,361,127 1:042:340 I,3180787 
l3razos River: 

Whitney 7,667,9&z 39318,586 4&9,396 863,162 3,486,234 

Total $p.588,825 @ig,!no,494 $5%67a,m $23.764829 $35g913q402 

Interest durilng construction, in the total amount of 
$2,9,9fO,494, has been distributed to plant in,service in the 
amount of $P8,157,578, and $1,752,916 has not been distributed. 

The computations by the Corps of Engineers of interest during 
oonstructfon are based on 2.5 percent interest on accumulated 
costs charged to construction accounts on an accrual basis, corn- 
pounded annually at Fort Gibson, Tenkiller Ferry, Bull Shoals, 
Norfork, Denfson, Narrows9 and Whitney Projects. 
tions for Greers Ferry, 

Interest computa- 
Dardanelle, Table Rock, Eufaula, and 

Blakely Mountain are based on simple interest, 

Interest charged to expenses at June 30, 1957, was computed 
at 285 percent of the total unrepaid Federal investment at all 
projects, Power revenues have not been recorded by the Corps in 
determining the unrepaid balance of the Federal investment. 

Interest of $3,515,Og2 at June 30, 1957, on the Federal in- 
vestment in the Southwestern Power Administration represents the 
annual computations at 2,s percent on the costs of electric plant 
hn service and under construction at the end of the preceding fis- 
cal year, The entire amount in ffscal year 1947 @W39,508)0has 
been charged to operations, although a portion is applicable to 
construction work in progress and should have been capitalized as 
interest during construction, SWPA procedures do not provide for 
capitalizing interest during construction, 

. 11, Funds returned, to United States ~hzm.wY 

Funds returned to the United Sta.tes Treasury on the records 
of the Corps of Engineers are as follows: 



Multiple-purpose, including 
power: 

Fort Gibson 
Tenkfller Ferry 
Bull Shoals 
Nomofork 
Table Rock 
B%akePy Mountain 
Denison 
Narrows 
Whitney 

Flood contra% projects 

Navfgat%on projects 

. received from sale of housing project, 

c Rentals from leases of reservoir lands and other nonoperating 
revenues have been allocated solely to nonpower programs at the 
Benison, Fort Gibson, and Tenkiller" Ferry Projects. At the 
Blakely Ivlountain, Bull Shoals, Norfork, Narrows, and Whitney Proj- 
ecitss these revenues have been allocated to power and nor)power 
programs in the same ratio as the allocation of joint operation 
and maintenance expenses to these programs, 

Total 

$ 7199873 
74,938 

588,130 
201,934 

3,133 
62,972a 

1,104,722 
58,411 

214,868 

847,819 847 a 819 

Q,889,144 $47&Q 

129343 

$39414,573 

Repayment of 
Federal investment In 
Power Nonpower 

program programs 

297,294 
7;s;;; 

343707 

$ 719,873 
74,938 

290,836 
122.118 

-933 
28,265 

1,104,722 
42,252 

170,473 

Included in the above totals is j~!3~335~639 representing re- 
ceipts from leasing lands acquired for flood control and naviga- 
tbn projects, Under the provisions of section 7 of the Flood Con- 
tp~ol Act of 1941, as amended (33 U.S.C. 7Olc-31, 75 percent of all 
z-evenues so deraved are required to be returned to the state fn 
which the leased lands are located, No provision has been made in 
the accounts of the Corps to allocate to the various projects the 
$2135019729 payable to the states under this act, The amounts paid 
to the states are not entered in the accounting records at the dis- 
trict offfces but are disbursed and recorded at the Office of the 
Chief of Engineers, Washington, D,C, 

Receipts from the transmission and sale of electric energy by 
the Southwestern Power Admfn%stration are required to be deposited 
into the United Stbtes Treasury by section 5 of the Flood Control 
Act of I944 (16 U,S,C, 825~1, These receipts are deposited into a 
special Treasury receipts accounts, and periodically, as requested 
by the Administration, the funds are transferred by the Treasury 
from this account to miscellaneous receipts, 



Total deposits fn the Treasury by the Administration to 
June 30, 1957, amoun%ed to $339687,142 and represented: 

Funds covered Into the United Stat&s , 
Treasury as m%scel8aneous receipts $20,049,110 

Receipts transferred to the continuing 
funds 

Total, 

At June 30, IL957$ the Administration had $4,703,687 in spe- 
cfal and trust funds on deposit for transfer to the continuing 
fund fn fiscal year lgrj8 to be used fol: purchase of power and rent- 
als. of transm%ssibon facilities. The difference at June 30, 1957, 
between (1) the sum of deposf%s in the Treasury and special and 
trust funds on dep.osi% and (2) total power revenues as reported on 
the schedule showing sta%us of repayment is made up of accrued rev- 
enues and accounts receivable no% converted into cash, and power 
sales to generating and transmission cooperatives paid for by off- 
set against power purchases and transmission facility rentals. 

12. Employees* accrued leave 
Y The Corps of Engineers and the Admfnistratfon include in prop- 

erty costs and operating expenses provision for accrued annual 
leave of employees, For the Corps of EngBneers, payments are made 
by the projects for the accrued leave to the revolving fund, and 
the liability to employees is shown In the records of that fund. 

13. Contrlbutions In aid of construction 

Contributions in cash are received from states and local,ln- 
terests for betterments and constructfon costs of projects. At. 
June 30, 195To the Corps of Engineers had received cash contrlbu- 
tlons for the following projects: 
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Amount 

Arkansas River basfino 
Fountaline Que Bou$Ple Rfver, CoIiorado 
Bridge near ManzanoLas Colorado 
Levees, Fare%%y Lake Levee DBstPaictr 

Arkansas 
Bridge near Florence, Colorado 
Fort Gibson, Oklahoma 
TenkiPPer Ferry9 Oklahoma 
Levees, Fort Smith, Arkansas 

$ 242,000 
L500 

x3,410 
1,000 

u4s;g 

8,604 

402,378 

White River bas%n,o 
Levees, Newport, Arkansas 
Levees, Woodruff, KonpBoe, and Prairie 

Counties, Arkansas 

Red River basin: 
Levees9 SaUne Point, Louisiana 
Ouachfta River levees9 Louisiana 
Lower Red Rl.ver, Louisiana 
Levees, Bawcomville, Louisiana 
Bank protection, Moncla Bridge, 

Louisiana 
Cypress Bayou and Waterway, Louisiana 
Levees, Jonesville, Louisiana 
Matchitoches Parlbsh, Louisiana 
Enlargement of Little Bayou Boeuf River, 

A.rkansas 
Bayou Pierre, vicfnfty Shreveport 
Red River below Denison Dam, Oklahoma 
Bank protection, Coushatta, Louisiana 
Levees nea3? Honcla, Louisiana 
Red River near Garland, Arkansas 
Grand Ecore, Louisiana 

4,450 

7,521 

11,971 

15,365 
‘3; s ;;g 

84Z441 

67,671 
50,000 

114,797 
250,000 

26,000 
079244 

Total 

14. Prior year adjustments 

$1,417,92 

During fiscal year 1957, adjustments were made in the ac- 
counts of the Corps of Engineers and Southwestern Power Administsa- 
tlon which affect&d the preceding fiscal years* These adjustments 
are summarized as follows: 
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Nature of adJustments 

corpus of Englneersr 
Prior year reallooatlon8r 

Operation expenses 
Nonoperating Income and 

credits to operation 
Interest expense 
Depreciation expense 

Prior year adJustmentsa 
Operating expense 
Interest expense 
Depreciation expense 

Eeclasslflcatlon of costs 
Projects included in basln in 

1957, but excluded in 1956 
Projects lnoluded 3x1 1956, but 

excluded ln 1957 

Southwestern Power Adminlstrationr 
Prior year adjustments: 

Operatlng expense 
Depreciation expense 

Refunds received 
Plant retirement 

Total 

FlOOd Navl- Recre- Streamflow 
Total Power control _I w- atlon ra.gulatlon 

t - $4,111 8 -21,452 8 - $ 20,729 8 4,834 

-351529 49,572 - 

- w -75,326 
- 

$46 

-14,043 

d -15p600 - 1,513 71 2, $g 

481,060 18,L38,660 ;;9g;g 485,443 - 
-4:332 

17,707.973 - 3591705 " 
-9,438 e 

- w :;$;," 8 3,833 - 

1,076,642 - 

-924 - 

19.686,00~ 22.627 

-2:s; -;1:% 
-7,9;; -44,958 

,I 6,721 

-37,270 -311_r270 

$19,640,770 -$14,64'1 -- - 

. Prior to July $# 1956, the Tulsa D%strict, Corps of Engineers, 
did not compute interest on construct$on costs allocated to non- 
power programs, During the fiscal year ended June 30, 1957, the 
District recorded the interest on the nonpower programs applicable 
to prior periods which accounted for the substantial adjustment 
shown above. 

The other adjustments resulted from redfstributions necessi- 
tated by new cost allocation studies and correction of prior year 
errors. 

An allocation of revenues from power operations to the gener- 
ating projects has not been made because agreement between the 
Corps of Engineers and Southwestern Power Administration for an 
allocation of the revenues has not been reached. 

Expenses by the Corps of Engineers for operating and maintaln- 
ing joint facilities and for supervision and administrative ex- 
penses have been allocated to power and nonpower purposes based on 
the separable costs-- remainfng benefits method, except at the 
Denison and Norfork Projects, At the Denison and Norfork Projects,, 
the allocations to.purposes were made on the basis of the incre- 
mental cost--flood control basic--method, 

. 
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APPENDIX A 

c 

l 

JNITIAL~AUT.RIZATIONS 
FOR WATER RESOURCES DEVELOPME= 

The first projects for improvements on the Arkansas9 White, 
and Red Rivers related to navigation and were concerned princi- 
pally with removing snagso obstructions, boulders, and reefs; cut- 
ting sand bars; and constructing small dams at some shoals, Some 
of this work was initiated as early as 1832, During the latter 
part of the 19th century, more permanent improvements that contera- 
plated channels of certain widths and depths were authorized and 
were carried out to facilitate navigation. Beginning about 1900, 
lock--and-dam projects were authorized to provide slack water for 
navigation. 

By section 3 of the act of March 3, 1925 (43 Stat, llgO), the 
Corps of Engineers and the Federal Power Commission jointly were 
directed to prepare and submit to Congress estimates of the cost 
of making examinations, surveys, and other investigations of nav- 
igable streams and their tributaries whereon power development ap- 
peared feasible and practicable. The purpose of this work was to 
formulate general plans for the most effective improvement of such 
streams for navigation in combination with the development of pa-, 
tential water power, the control of floods, and the needs of irri- 
gation. In 1926 the report was submitted and printed in House 
Document 308, Sixty-ninth Congress, The act of May 15, 1,928 (45 
Stat. 534). directed the 'Corps of Engineers to prepare and submit 
to the Congress projects for flood control on tributary streams of 
the Mississippi River which were subject to destructive floods, 
These enactments formed the basis for subsequent authorization of 
comprehensive plans for development in the Arkanstis, White, and 
Red River basins, as well as a number of local flood-protection 
and other projects. 

PREHENSIVE PLAU 
PUB POSES 

In the Flood Control Act of 1938 (52 Stat, 1215), the Congress 
authorized .a general comprehensive plan in the Arkansas River 
basin for flood control and other purposes as set forth in Flood 
Control Committee Document Numbered 1, Seventy-fifth Congress, with 
such modifications as in the discretion of the Secretary of War and 
the Chief of Engineers may be advisable, This plan provided for 13 
reservoirs, including 6 reservoirs authorized by the Flood Control 
Act of 1936 (49 Stat. 1570). The authorization in the 1936 act was 
based on the comprehensive report on the development of the Arkan- 
sas River prepared by the Corps of Engineers and transmitted to the 
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. Congress in,1935 (H, Doe, 308, 74th Conga), In addition to the six 
reservoirs, the Il.936 authorization included levees, floodways, and 
channel improvements for the protection of cities, towns, and rural 
areas. The 1936 act also authorized a twnber of preliminary exam- 
inations and surveys for flood control at various locations on the 
Arkansas, White, and Red Rivers and tributaries. 

The Flood Control Act of I-941 (55 Stat, 638) modified theqcom- 
prehensive plan to include three reservoirs in the Grand (Neosho) 
River basin in Oklahoma and Missouri and in the Verdigris River 
basin in Kansas, in accordance with recommendations of the Chief 
of Engineers in House Documents 107 and 440, Seventy-sixth Con- 
gress, respectively. In the Rives and Harbor Act of 1946 (60 
Stat. 634), the multiple-purpose plan in the interest of naviga- 
tion, flood controls power, and incidental benefits for the Arkan- 
sas River and tributaries, Arkansas and Oklahoma, recommended in 
the report of the Chief of Engineers dated September 20, 1945, and 
letter of the Chief of Engineers dated March 19, 1946, was approved. 

Modifications in the general comprehensive plan for flood 
control and other purposes for the Arkansas Ri,ver basin and in 
the multiple-purpose plan for the Arkansas River and tributaries, 
Arkansas and Oklahoma, were approved in the Flood Control Act of 
1946 (60 Stat, 6411, the River and Harbor and Flood Control Act 
of 1948 (62 Stat, 1171), and the Flood Control Act of 1950 (64 
Stat. 170). These acts and the River and Harbor and Flood Control 
Act of 1954 (68 Stat. 1248) also authorized projects, including 
multiple-purpose storage reservoirs, in the Arkansas River basin 
that are not part of the comprehensive plan but supplement the 
other flood control improvements In the basin, 

The Grand River Dam Authority, an Oklahoma State Conservation 
and Beclamation District, constructed and is operating the Pensa- 
cola Project and has been authorized (68 Stat. 450) to construct 
the f4arkhem Ferry Project. Both projects were initially authorized 
in the modification of the comprehensfve plan under the Flood Con- 
trol Act of 1941, 

Flood Control Committee Document Numbered 1, Seventy-fifth 
Congressp also described a generc?,l. comprehensive plan for flood 
control and other purposes in the White River basin, Th2s plan 
was approved in the Flood Control Act of 1938 (52 Stat, 1215) 
with such modifications as in the discretion of the Secretary of 
War and the Chief of Engineers may be desirable. The six reser- 
voirs in the comprehensive plan were increased to nine by the mod- 
ifications approved in the Flood Control Act of 1941 (55 Stat. 638) 
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and the River and Harbor and Flood 
1248). These acts also authorized 
tion works, 

.  

To carry out the construction under the comprehensive plan In 
the White River basin, authorizations for appropriations totaling 
$y.69,000,000 have been made in various flood control acts to 
June 309 1957. 

. 

Control Act of a954 (68 stat, 
a number of local flood protec- 

Authorizations by the Cotg*,ess of multiple-purpose projects 
for flood control and other purposes on the Red River and tribu- 
taries include Denison Reservoir in the Red River (Flood Control 
Act of 1938, 52 Stat, 1215, H, Cot, 541, 75th Gong.), Narrows 
Reservoir on the Little Missouri River (Flood Control Act of 1941, 
55 Stat. 638, H, Doe, 837, 76th Congels and Blakely Mountain Dam 
on the Ouachita River (Flood Control Act of 1944, 58 Stats 887, 
H, Dot. 647, 78th Congsjp The River and Harbor Act of 1950 (64 
Stat. 163) approved the comprehensive plan of improvement for flood 
control, power production, and other purposes 'for the Ouachita 
River and tributaries including the DeGray multiple-purpose reser- 
voir on the Caddo River. In addition, the various river and harbor 
and flood control acts have included authorizations for local flood 
protection and other proJectas, 

AUTHORIZATION OF MIWSIPPI R.IVQ& 

The project for the control of floods of the Mississippi River 
and tributari?s was recommended by the Chief of Engineers to the 
Secretary of the Army on December 1, -1927 (H, Doe. 90, 70th Gong.), 
and was adopted and authorized by Congress on May,ls, 1928 (33 
U.S.C. 702a), The various river and harbor and flood control acts 
since that date have included funds for the purpose of construc- 
tion of flood control works and repair and the restoration and 
maintenance of flood control projects threatened or destroyed by 
flood in the Arkansas, White, and Red River basins* 

PRKfiNSAs s WHITC. 3 hN D RED RIVER BASIN 

Under the provisions of section 205 of the Flood Control Act 
of 1950 (64 Stat, 1801, the development of comprehensive and inte- 
grated plans of improvement in t,he Arkansas, White, and Red River 
basins was authorized to be carried out by the Corps of Engineers 
and to be coordintited with the Department of the Interior, the De- 
partment of Agriculture, the Federal Power Commission, and other 
appropriate Federal agencies and with the states, The plans for 
improvement were to encompass navigation, flood control, domestic 
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0 and municipal water supplies, reclamation and irrigation, develop- ' 
ment and utilization of hydroelectric power, conservation of soil, 
forest and fish and wildlife resources including consideration of 
recreational uses8 salinity and sediment control9 and pollution 
abatement. 

Power generated,at Federal multiple-purpose projects In the 
Southwestern area outside the Arkansas3 WhBte, 2nd Red River basins 
is also marketed by Southwestern Power Administration, At June 30, 
1957, the only such multiple-pui.pose project including power fn 
operation was the Whitney Reservoir on the Brazes River, This proj- 
ect was authorized In the Flood Control Act of 1941 (55 Stat. 638) 
for flood control and power deieZoptnent based on recommendations 
by the Chief of Engineers printed in House Document 390, Seventy- 
sixth Congress. 

mAwJTION OF POW 
CORPS OF EN&I&EERS IN THE OPDATION OF PROJECTS 

The functions of the Southwestern Power Administration orlgl- 
nated in 1941 when the Federal Works Administrator took over the 
construction and operation of the Pensacola Dam located on the 
Grand River in Oklahoma, This dam was being constructed by the 
State of Oklahoma, and the purpose of the taking over was to speed 
completion, On June 19, 1943, the Feder21 Works Administrator was 
authorized by Executive Order 9353 to sell and dispose of the elec- 
tric energy generated at the Norfork Dam Project located ‘in Arkan- 
sas. This project was then under construction by the Corps of En- 
gineers, 

On July 30, 1943, the Secretary of the Interior was authorized 
by Executive Order 9366 to sell and dispose of excess electric 
energy generated at the Denison Dam Project located in Oklahoma 
and Texas, then under construction by the Corps of Engineers. 
Executive Order 9373 dated August 30, 1943, transferred to the Sec- 
retary of the Interior 211 the functions, powers9 and duties vested 
in the Federal Works Administrator by Executive Order 9353 of 
June 19, 1943. 

On September 1, 1943, the Southwestern Power Administration 
was created by the Secretary of the Interior to carry out the func- 
tions and duties assigned to him by the above Executive orders, 

Pursuant to provisions of section 5 of the Flood Control Act 
of 1944, the Secretary of the 1nterio:r became the marketing agent 
for electric power and energy generated at all reservoir projects 
under the control of the Corps of Engineers not needed in the op- 
eration of the projects. The Secretary designated Southwestern 
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Power Administration as the marketing agent for power generated 
at all reservoir projects under control of the Corps of Engfneers 
in the, area comprising the States of Arkansas and Louisiana, that 
part of the States of Kansas and Missouri lying south of the Mis- 
souri River basin and east of the 98th meridian, and that part of 
the States of Texas and Oklahoma lying east of the 99th meridian 
and north of the San Antonio River basin, After the cessation of 
hostilities in,World War II, the Pensacola Dam was returned to the 
control of the State of Oklahoma* 

The order designating the Southwestern Power Administration 
marketing area described above was revoked by the Secretary of the 
Interior by order No. 2771 dated October 8, 195&. The latter order 
designated the Administration as the agency to market surplus elec- 
tric power and energy generated at nine projects (eight of which 
are now in operation and one of which, Table Rock, was under con- 
struction at June 30, 1957) without reference to specific area. 
The projects are Blakely Mountain, Denison, Narrows, Norfork, Bull 
Shoals, Table Rock, Fort Gibson, Tenkiller Ferry, and Whitney, 
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MlETHODS OF ALLOCATION OF ESTIMATED CCNSTRWCTION COSTS 

The allocation of construction costs of multiple-purpose proj- 
ects to purposes is the QkLvisfbon of the costs into amounts con- 
sIdered equitable to charge to each of the project purposes0 These 
allocations am important because the charges to benefiefaries for 
certain servibces of the project are determined on the basis of the 
costs incurred. The rates for sale of pawer, or lease of power 
privileges, are intended to ineludke interest on the construction 
costs allocated to,the purpose, The fairness in the reporting on 
financial policies and administration, and on the financial re- 
sults of operations, is dependent upon the reasonableness of the 
allocations~ 

Construction costs of projects for more than. a single purpose 
include joint and specific costs, Joint construction costs in- 
elude costs of facilities useful for more thana single purpose 
hogo, multiple-purpose dams and reservoirs) and must therefore be 
allocated to the several purposesb Specific construction costs 
are costs of facflities serving a single purpose (e,g,, power 
plants and irrigation canals) and can therefore be allocated di- 
rectly to that purpose@ 

In the past, the several agencies of the Federal Government 
having water resources development responsibilities have used vari- 
ous methods for allocating joint costs of multiple-purpose projects. 
The most common are the (1) benefits, (2) alternative-justifiable- 
expenditure 
methods. 

1 fn(~~~~~~~~fufacilities, and (4) priority-of-use 
the incremental-cost method has been used 

on certain projects in'the Southwestern area for determining costs 
allocable to power, The Subcommittee on Benefits and Costs pre- 
pared a report (May 1950) to the Federal inter-Agency River Basin 
Committee entitled "Proposed Practices for Economic Analysis of 
River Basin ProjectsW (commonly referred to as "The Green BookWB) 
recommending the separable costs --remaining benefits method3 of 
cost allocation. This method has the obdectlve of an equitable 
distribution of costs among the purposes served by preventing 
costs allocated to any purpose from exceeding corresponding bene- 
fits, by requiring each purpose to carry at least its separable 
cost, and, within these maximum and minimum limits, by providing 
for proportional sharing of the savings resulting from multiple- 
purpose development* 

(Footnotes ls 2, and 3 on following page) 
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1Benefits method--Based on excess of benefits over specific costs@ 
Joint costs me allocated in the ratio of such excess benefits 
for each purpose to total such excess benefits for all purposes, 

se8 on excess of 
benefits equfva- 

a multiple-purpose structure or (2) benefits, 
whichever is lower, over specfffc costs* Yofnt costs are allo- 
cated, in the ratio sf such excess cmsts (or benefits] for each 
purpose to the total such excess costs (or benefits) for all pur- 
poses, 

Use-of-facilities method--Based on various measurements of the 
physical use of the facibities, such as capacity of reservoir or 
qu,antity of water released* Yofnt costs are allocated in the 
ratio of use for each purpose to total for all purposes* 

P 

Prfority-of-use method--Based on priority of use of the facili- 
ties by purposes, The benefits method or the alternative- 
justifiable-expenditure method, whichever is lower, 1s used. to 
determine that part of the joint costs to be assigned to the 
purpose having top priority of use of the facilities. Remaining 
joint costs are similaly assfgned to each purpose in order of 
its priority of use of the facilities until all joint costs are 
allocated. 

21ncremental-@ast method--Based on the difference in the cost of 
a multiple-purpose project and cost of the project with a given 
purpose omitted, 

3 of cost alloca- 
tion differs from the generally recognized benefits method. in 
that the amounts of benefits used as a basis for the allocatfori 
in the separable costs --remaining benefits method are limited by 
the costs of available single-purpose alternative projects, In 
this respect it resembles closely the alternative-justifiable- 
expenditure method except that the concept of specific costs for 
each purpose is replaced by the concept of separable costs for 
each purpose* 

Separable cost for each project purpose of a multiple-purpose 
project is the difference between the total cost of the multiple- 
purpose project and the cost of such project with the purpose 
omitted* Separable costs incltade more than the direct and spe- 
cific costs of physically identifiable facilities serving only 
one purpose* Separable costs inckude also ths added costs of in- 
creased size of structure and changes fn design for a particular 
purpose from that required for all other purposes of the project, 
such as the oost of increasing the storage capaoaty of a reser- 
VOiJ?, 

(En& of footnotes) 
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On December 31, 1952, Cireular No, A-47 relating to water re- 
sources projects was issued by the Bureau of the Budget, This air=- 
cular'provides certain standards and procedures for use in review- 
ing proposed water resources project reports and budget estimates 

II to initiate construction of such projeetse The Bureau of the 
Budget recognized the absence of uniform standards and procedures 
in many of the problems related to water resources development and 
expressed the hope that the circular would encourage the adoption 
of uniform standards and procedures as a better basis for evaluat- 
ing the merits of proposed projectse Qn allocation of costs of 
multiple-purpose projects, the circular provadese. 

"The costs of facilittLes or featums of a pmgram OP 
project used jointly by more than one pm-pose of water 
resource development sh,all be allocated among the pur- 
poses served in such a way that each purpose will share 
equitably in the savings resulting from combining the 
purposes in a multiple-purpose developmentc" 

The circular, however, did not suggest or require the use of any 
specific method of allocation, 

. 
By memorandum dated April 2, 3.954, to heads of Bureaus and 

Offices in the Department of the Interior, the Assistant Secretary 
of the Interior stated that general agreement on cost allocatlon a of multiple-purpose projects had been reached with the Corps of 
Engfneers and the Federal Power Commission, Similarly on March 29, 
1954, the Chief of Engineers issued a release to division and dis- 
trict engineers and other interested parties within the Corps Of 
Engineers that contained a similar statement, These communica- 
tfons described acceptable methods for allocatlon of costs Of 
multiple-purpose projects as: 

b, Separable costs --remaining benefits, 

2, Alternative justifiable expenditure, 

3. Use of facilities, 

The separable costs --remaining benefits method was described 
as preferable for general application, The alternative-justffiable- 
expenditure method was considered to be acceptable where the neces- 
sary basic data to determine separable costs were not available 
and the time and expense required to obtain the data were not war- 
ranted. The use-of-facilities method was considered to be accept- 
able where the use of facilities fs clearly determinable on a 
comparable basis and where the method would be consistent with the 
basis of project formulatfon and authorization, The costs of a 
multiple-purpose project are to be allocated among the purposes 
served under each method in such a manner that each purpose will 
share equitably in the savings resulting from eombfniw the pur- 
poses in a multiple-purpose development, 
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The Presidential Advisory Committee on Water Resoumes Policy 
in a report dated Demmbemc 22S 3.95f;o entitlea Water Resources PcXL- 
lay stated that it was important that uniform standards be used by 

- all agencies for aLlocating costs of multiple-purpose projects. 
The committee, consisting of the Semetmy of Agriculture, the 
Secretary of Defense, amI the Secretary of the Interior, endorsed 
for general use the separable costs --aoemainfng benefits method as 
previously adopted by Federal agencfesQ 'The Committee stated that 
costs represented by expenditwes to mitigate damages to existing 
resources ana facilities should be eguitabfy al,,losated among the 
proJect purposes, 
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CORPS OF ENGINRERS (CIVIL FUNCTIONS) 

AND 

SOKlTRWESTERN POWER ADMINISTRATION 

ARKANSAS.WRITR.ANDREDRIVERBASINS 

WATERRESOURCES IlEVELOPNENT PROGRE’I 

TRNTATIVE AIJOCATION OF ESTINATSD TOTAL CONSTRUCTION COSTS 

OF NOTXIPIE-PURPOSE PROJECTS INCLUDING POWRR 

IN OPERATION OR UNDRR CONSTRUCTION AT JUNS 30, 195-7 

Project, document number, 
and Congress 

Allocation of estimated cost 
Estimated cost (note a) Power Flood contml Navi&etion OthtV2 

Estimated interest LriGeIest Imerest IntePest lnteress 
first cost, during during during auring during 

original First con- First con- First con- 
p?xQect Total cost stmotion 

First con- 
cost struction cost stnlction cost struction :z can- StNctlon - --Pm---- 

ARKANSAS RIVEXBASIN: i-t-Oibaon(ac. FO 107, 76th) $ 13,700,OOO .$ 43,g26,521, $ 41,1g7,961 $ 2.728,563 $ 16,102,336 $ 856,855 $ 24,793,212 $ 1,871,708 $ - $ - $ 302.413'$ - 
TenkIller Fe& (House Committee (F-C.) lhc. 1, 75th and H. Dot. 758, 79th) 14,500,000 23,401,525 22,115,205 

ppg 
11,112,430 619,262 lo,%%195 667.058 

~?arrla (X. DOC. 758, 79th) 161,1~,000 153,000,OOO 
5:913:000 

42,Og6,500 1,513,5oo 58,659.500 3,500,5oo 51,804,000 3,09~,000 
Oardsaslle (Ii. Dot. 758, 79th) 100,513,000 g4,600,000 50,53o,ooo 3,158,OOO - 4&,070,000 2,755,OOO -' 

WHITE FaizR 3AsIN: 
Bull Shoals II. Dot 9i7. 76tb) 
Norfork (If. Lc. 290, 77th) Table Rock (H. l?oc. 917, 76th) 
Greers Ferry (II. Corn. Dot. 1, 75th & 

H. Dot. 499, 836) 

42,000,oOO 7g,oio,ooo 75,260,OOO 2,171,OOO 31,573.ooo i,6og,OoO - 27,500,000 30,039,000 28,602,OOO 854,000 15,546,OOO " 
37.000,000 73,477,ooo 6g,600,000 3,152,2oo 15,128,200 

47,230,000b 54.379,OOO 52,100,OOO 2,279,OOO 35.032,WO 1,532,Wo 17,&8,0oo 747,000 - 

REDRIVERBASlX: 

H. Doe. 837, 76th 

BRAZOSRIVRR: 
W(H. DOC. 390, 76th) 10,150,000 43,865,Voo 40,668,OOO 3,197,900 7,346,600 379,000 3o,3vv,600 2,584,5'X' - - 2 921 80of 234 4oof )Ib 

T&CL $363.105,800 $718,X?g,'rg9 $680,610.493 $37,51g,oo6 $320,963,853 $16,841.840 $259,085,457 $14.544.416 $g5,874,wo $5,851,0~0 $4.687.143 $281.750 

aRepresents latest estimated costs on which revised allocations bad been made by the Corps 
of Englneers~at the time of our audit. Dates Of these allocations are as follows: 

Eufaula, May 1956; ~ardanelle, October 1956; Greers Ferry, Jsnuary 1957; Bull shoals. 
Norfork, Table Rock and h'bitney. June 1957; Fort Gibson, Tenkiller Ferry, Blakely 
Mountain, Denison and Nan'ows, July 1957. 

btlnmted cost shown in R. Doe. 499, 83d Congress. 

%epresents al.l0cat10ns to purposes, as follows: 

Public-use facilities 
Contributed funds 

d Represents allocation to public-use facllltles. 

Interest durlI43 
PUrpC% First cost construction 

Water supplr 
Recreation 

"pp; 

&ii& 

Slg'$W& 
- 

Total t&g& 

fRepresents aUocations to puposes, as follows: 
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CORPS OF ENQINEERS (CIVIL FUNCTIONS) 

AND 

SOUTHWESTERN POWER ADMINISTRATION 

ARKANSAS, WHITE, AND RED RIVER BASINS 

WATER RESOURCES DEVELOPMENT PROGRAM 

STATEMENT OF INVESTMENT AND REPAYMENT OF INVESTMENT 

IN COMMERCIAL POWER PROGRAM (see note) 

FOR WBITNEY DAM, NARROWS DAM, AND INTEGRATED SYSTEM 

FOR FISCAL YEAR 1957 AND CUMULATIVE TO JUNE 30, 1957 

Investment allocated to 
commercial power 

Qross power revenues, SWPA 

Whitney Narrows 
Dam Dam Integrated system 

$7,725,600 $5,4%,ooo $157,289,4o3 

Cumulative Fiscal Cumulative Fiscal Cumulative Fisaal 
to June 30, year to June 30, year to June 30, year 

1957 1957 _1957 1957 1957 1957 

$ 910,953 $379,000 $2,031,649 $333,219 $39,255,455 $ 8,044,071 

Less accumulated operating 
expenses and interest: 

Operation and maintenance 
expense, exclusive of 
depreciation--CORPS 

--SWPA 
Interest charged to 

operations 

32"yg 
, 

g*g 
f 

8 62,096 91,358, 5,871,835 896,456 
52,476 149,743 22,ogo,16o 'i',i'29,698 

863,162 233,207 1,042,340 176,950 25,374,519 4,620,811 

1~275,200 346,714 2,656,912 418,051 53,336,514 13,246,g65 

Revenue deficiency (+ excess) 
excluding depreciation 

Scheduled repayment of 
canital investment at 
June 30, 1957 

364,247 +32,286 625,263 84,832 14,081,osg 5,2o2,894 

370,611 96,112 458,750 72,047 lo,356,971 2,223,313 

Deficiency In repayment of op- 
eratlng expenses (excluding 
depreciation), interest, 
and capital investment $ 734,858 $ 63,82$ $l,o84,013 $156,879 $24,438,03?.$,7,426,2O;L 

See note on page 2, 
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